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CITY OF LODI
CoOUNCIL COMMUNICATION

AGENDA TITLE: REPORT TO THE COUNCIL - FINANCIAL AUDIT FOR FISCAL YEAR 2002-03
MEETING DATE: March 3, 2004

PREPARED BY: Finance Director

RECOMMENDED ACTION: That the City Council receives for file the following reports and financial
statements submitted by Macias, Gini & Company LLP and the Finance Department for Fiscal-Year
2002-03:

e The Combined Annual Financial & Single Audit Report

e Letter to the Council (SAS 61)

e Report on Applying Agreed-upon Procedures

BACKGROUND INFORMATION: The annual audit was conducted to assure the City Council and
other interested parties that the City’s financial records and reports are prepared in accordance with
generally accepted accounting principles (GAAP), that internal controls are adequate to safeguard the
City against loss from unauthorized use or disposition of assets and that the City has complied with all
agreements and covenants to obtain grant funds and debt financing. Macias, Gini & Company LLP
("MG") has issued an “unqualified opinion” and Scott Brunner, Director of MG will be present to do the
presentation and answer questions during the Council meeting.

The reports will be provided to Federal and State oversight agencies, bond trustees and insurance
companies for their review and evaluation. Copies of the reports are provided to the City Council and
also available to the public by contacting the Finance Department or at the Lodi Public Library for
reference.

Certificate of Achievement

The City received a Certificate of Achievement for Excellence in Reporting from the Government Finance
Officers Association of United States and Canada (GFOA) and the California Society of Municipal
Finance Officers (CSMFO) for the ninth year in a row. Copies of these certificates are included in the
2002-03 Financial Report.
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professionalism in preparing the City's Annual Financial Reports especially during the implementation of
GASB Statement No. 34 and the transition to a new audit firm; it is due to their dedication to excellence
and to the City that made Lodi recognized by the auditors and other professional financial organizations.
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February 6, 2004

To the City Council
of the City of Lodi

We have audited the financial statements of the City of Lodi, California (City) for the fiscal year ended
June 30, 2003, and have issued our report thereon dated January 13, 2004. Professional auditing
standards require that we provide you with the following information related to our audit.

I.

The Auditor’s Responsibility Under U.S. Generally Accepted Auditing
Standards and OMB Circular A-133

As stated in our engagement letter dated July 16, 2003, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance about whether the basic financial statements are free of material misstatement and are
fairly presented in accordance with U.S. generally accepted accounting standards. Because an
audit is designed to provide reasonable, but not absolute assurance and because we did not
perform a detailed examination of all transactions, there is a risk that material misstatements
may exist and not detected by us.

In planning and performing our audit, we considered the City’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the basic financial statements and not to provide assurance on the internal control
over financial reporting. We also considered internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with OMB Circular A-133.

As part of obtaining reasonable assurance about whether the City’s basic financial statements
are free of material misstatement, we performed tests of the City’s compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of basic financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit.
Also, in accordance with OMB Circular A-133, we examined, on a test basis, evidence about
the City’s compliance with the types of compliance requirements described in the U.S. Office of
Management and Budget Circular A-133 Compliance Supplement applicable to each of its
major federal programs for the purpose of expressing an opinion on the City’s compliance with
those requirements. While our audit provides a reasonable basis for our opinion, it does not
provide a legal determination on the City’s compliance with those requirements.



II.

III.

Significant Accounting Policies

Management has the responsibility for the selection and use of appropriate accounting policies.
In accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the City are described in Note 1 to the financial statements.

As described in Note 1 to the financial statements, the City changed accounting policies related
to financial statement presentation and disclosures by adopting Governmental Accounting
Standards Board (GASB) Statement Nos. 34, Basic Financial Statements - and Management’s
Discussion and Analysis — for State and Local Governments; 37, Basic Financial Statements -
and Management’s Discussion and Analysis - for State and Local Governments: Omnibus; and
38, Certain Financial Statement Note Disclosures, in 2003. The City also changed accounting
policies related to recognition of certain liabilities and expenditures by adopting GASB
Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in
Governmental Fund Financial Statements, in 2003. Accordingly, the cumulative effect of the
accounting change as of the beginning of the year is reported in Note 17. The City also
changed accounting policies related to derivative disclosures by adopting GASB Technical
Bulletin No. 2003-1, Disclosure Requirements for Derivatives Not Reported at Fair Value on
the Statement of Net Assets, in 2003.

During 2003, the City executed two transactions with Citigroup, which comprised 1) the
termination of an existing $42 million fixed-to-floating swap maturing 2014 and 2) the
execution of a new $42 million fixed-to-floating swap maturing 2009. In accordance with
GASB Technical Bulletin No. 2003-1, Disclosure Requirements for Derivatives Not Reported at
Fair Value on the Statement of Net Assets, the City has made the required disclosure in Note 8
to the financial statements. We noted no transactions entered into by the City during the year
for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that future
events affecting them may differ significantly from those expected. The most sensitive
estimates affecting the financial statements were (1) depreciation, (2) allowance for doubtful
accounts, (3) compensated absences, and (4) self-insurance liability. We evaluated the key
factors and assumptions used to develop those estimates in determining that they are reasonable
in relation to the financial statements taken as a whole.

Audit Adjustments

For the purposes of this report, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. An audit adjustment may or may not indicate matters that
could have a significant effect on the City’s financial reporting process (that is, cause future
financial statements to be materially misstated). In our judgment, none of the adjustments we
posed, whether recorded or unrecorded by the City, either individually or in aggregate,
indicate matters that could have a significant effect on the City’s financial reporting process.
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In addition, the attached schedule summarizes uncorrected misstatements of the financial
statements. Management has determined that their effects are immaterial, both individually and
in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting
or auditing matter that could be significant to the basic financial statements or the auditor’s

report. We are pleased to report that no such disagreements arose during the course of our
audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If
consultation involves applications of an accounting principle to the governmental unit’s
financial statements or a determination of the type of auditor’s opinion that may be expressed
on those statements, our professional standards require the consulting accountant to check with
us to determine that the consultant has all the relevant facts. To our knowledge, there were no
such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles
and auditing standards, with management each year prior to retention as the City’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

This information is intended solely for the use of the City Council and management of the City of Lodi
and is not intended to be and should not be used by anyone other than these specified parties.

Certified Public Accountants

Sacramento, California
February 6, 2004



City of Lodi
Schedule of Uncorrected Misstatements

June 30, 2003
Opinion Unit Expense /
Activity Fund Fund Account Description Asset Linbility Equity Revenue Expenditure
Business-type Remaining Transit Fund Accumulated Depreciation 2921 - - - -
Business-type Remaining Transit Fund Depreciation expense - - - - (2,921)
To adjust depreciation expense per the financial statements to detailed spreadsheet.
Business-type Electric Electric Depreciation Expense 4,452 - - - e
Business-type Electric Electric Accumulated Depreication - - - - (4,452)
To adjust depreciation expense per the financial to detailed spr
Business-type Wastewater Wastewater Depreciation expense 1,144 - - - -
Business-type Wastewater Wastewater Accumulated Depreciation - - - - (1,144)
To adjust depreciation exp per the financial statements to detailed spread:
Gover 1 Accumulated Depreciation 115,142 o - o o
Go 1 Net assets, beginning of year - - 351,486 - -
Governmental ~ ceeceeeeeeees et Depreciation expense - - - - (466,628)
To adjust depreciation expense to actual, as this amount represents an additional year of depreciation
Governmental Remaining ISF Depreciation expense - (1,419) - - -
Governmental Remaining ISF Accumulated Depreciation - - - - 1,419
To adjust the workers compensation claims liability to the 2002 actuarial study 70% confidence level.
Governmental Debt Principal - 1,380 - - -
Governmental Cash (1,380) = - - -
To adjust West America capital lease payment to the 'debt service - principal payments' expenditure line.
Business-type Wastewater Wastewater Interest payable - 53,250 = S -
Business-type Wastewater Wastewater Net assets, beginning of year - - (54,077) - -
Business-type Wastewater Wastewater Interest expense - - - - 827
To reduce interest expense and interest payable, to properly accrue interest expense at June 30, 2003,
Governmental General General Due from other funds (229,120) - - - -
Governmental General General Advance to other funds 229,120 - - - =
Governimental Capital Outlay Reserve Capital Outlay Reserve Due to other funds - 229,120 - - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Advances from other funds - (229,120) - - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Due from other funds (763,291) - o = =
Governmental Capital Outlay Reserve Capital Outlay Reserve Advance to other funds 763,251 - = = =
Governmental Remaining Streets Due to other funds - 690,291 - - -
Governmental Remaining Streets Advances from other funds - (690,291) - - -
Governmental Remaining Hutchings Street Square Due to other funds - 73,000 = - >
Governmental Remaining Hutchings Street Square Advances from other funds - (73,000) - - >
Business-type Electric Electric Due from other funds (2,050,000) - - - -
Business-type Electric Electric Advance to other funds 2,050,000 - - - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Due to other funds - 2,050,000 = - >
Governmental Capital Outlay Reserve Capital Outlay Reserve Advances from other funds - (2,050,000) = - =
Business-type Water Water Due from other funds (1,396,764) - - - -
Business-type Water Water Advance to other funds 1,396,764 - - - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Due to other funds - 1,396,764 - - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Advances from other funds - (1,396,764) - - -

Ta reclass due to/from that are long-term in nature to advance from/to.
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The Honorable City Council
City of Lodi
Lodi, California

INDEPENDENT ACCOUNTANT’S REPORT ON APPLYING
AGREED-UPON PROCEDURES RELATED TO THE ARTICLE XIiiB
APPROPRIATIONS LIMIT CALCULATION

We have performed the procedures enumerated below to the accompanying
Appropriations Limit Worksheet for the City of Lodi, California (City) for the year ended
June 30, 2003, These procedures, which were agreed to by the City and the League of
California Cities (as presented in the publication entitled dgreed-upon Frocedures
Applied to the Appropriations Limitation Prescribed by Article XHI-B of the California
Constitutions), were performed solely to assist the City in meeting the requirements of
Section 1.5 of Article XIH-B of the California Constitution. The City’s management is
responsible for the Appropriations Limit Worksheet. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of the procedures is
solely the responsibility of the specified users of the report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

The procedures performed and our findings were as follows:

I, We obtained the completed worksheets supporting the Appropriations Limit
Worksheet and compared the limit and annual adjustment factors included in
those worksheets to the limit and annual adjustment factors that were adopted
by resolution of the City Council. We also compared the population and

inflation options included in the aforementioned worksheets to those that were
selected by a recorded vote of the City Council.

Finding: No exceplions were noted as a result of our procedures.
2. For the accompanying Appropriations Lintit Worksheet, we added last year’s
Himit to the annual adjustment amount, and compared the resulting amount to

this year’s limit.

Finding: No exceptions were noted as a result of our procedures.

Dfioes ovated treughout Callforaia
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3. We compared the current year information presented in the accompanying
Appropriations Limit Worksheet to the other worksheets described in No. 1
above.

Finding: No exceptions were noted as a result of our procedures,

4. We compared the prior vyear appropriations limit presented in the
accompanying Appropriations  Limit  Worksheet to  the prior vyear
appropriations himit adopted by the City Council in the prior year.

Finding: No exceptions were noted as a result of our procedures,

We were not engaged to, and did not conduct an examination, the objective of which
would be the expression of an opinion on the accompanying Appropriations Limit
Worksheet. Accordingly, we do not express such an opinion. Had we performed
additional procedures, other matters might have come to our attention that would
have been reported to you. No procedures have been performed with respect to the
determination of the appropriation limit for the base vear, as defined by Article X1
£ of the California Constitulion.

This report is intended solely for the information and use of the City Council and
management of the City of Lodi and is not intended to be and should not be used by

anyone other than those specified parties. However, this report is a matter of public
record and s distribution is not limited.

i’ ’ -/ o
/ é/ acins éﬁw ! {Clmgﬁe:z ny L1
Certified Public Accountants

Sacramento, California
July 28, 2003
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CITY OF LODI
APPROPRIATIONS LIMIT WORKSHEET
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Amount

2001-2002 Appropriations Limit $ 56,959,824
2003 Adjustment factors:

Population® 1.0214

Inflation™* 09873

Total 2003 adjustment factors 1.0084
Annual adjustment 480,070
2002-03 Appropriations Limit $ 57,439,894

* The population factor is based on the increase within the City of Lodi

% The inflation factor is based on the percentage change in Cahifornia's per
capita personal income.
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CITY OF LODI, CALIFORNIA
COMPREHENSIVE ANNUAL FINANCIAL REPOR!
FOR THE YEAR ENDED JUNE 38, 2003
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January 13, 2004

To the Honorable Mayor, Members of the City Councll
and Manager of the City of Lodl:

The Comprehansive Annual Financial Report (CAFR) for the fiscal yvear ended June 30, 2003, is hereby submilted. This report is provided o
present the financial position, results of operations and cash flows of the Cily's proprietary funds as of June 30, 2003, in conformity with generally
aceepted accounting principles. The report conforms to the highest standards of financial reporting as established by the Governmental Accounting
Standards Board {GASBE), for reporting by Stale and local governments. The responsibility for the accuracy, faimess and compisteness of the
report resis with the City.

This report consists of management's representations concerming the finances of the City of Lodi.  Consequently, management assumes full
responsibility for the completeness and reliabifity of ali the information presented in this report. To provide a reasonabie basis for making these
representations, management of the City of Lodi has established comprehensive internal control framework that is designed to protect the Cly's
gssets from loss, theft, or misuse and 1o compile sufficient reliable information for the preparation of the City's financial staterments In conformity with
GAAP. We believe that the Information is accurate in all material respects and that it is presented in 2 manner designed to falrly present the
financial position of the City. In addition, we believe that all disciosures necessary to enable the reader to gain full understanding of the Cily's

financial activities have been inciuded.

The CAFR is presented in four sections; infroductory, a financlal section, 2 statislical section and single audit section. The introductory section
includes the fransmittal letter, the City's organization chart and a list of principal officials. The financial section includes the independent auditors’
report, management discussion and analysis, the basic financial statements, noles io the financial statements, required supplementary schedules,
and the combining and individus! statements. The single audit section includes the schedule of expenditures of federal awards, noles to'the
schedute, and reports on compliance and internal control based on the audit of the basic financial statements and on compliance and intemal
control with requirements applicable to each major program in accordance with OMB Clroular A-133. The siatistical section includes selecied
financial and demographic information presented on a mulli-year basis.

This is the first year that the Statermnent No. 34 of the Governmental Accounting Standards Board "Basic Financial Statements and Management's
Discussion and Analysis — for State and Local Governments” (GASB 34) applies to the City's CAFR. GABE 34 requires management o provide a
narrative infroduciion, overview, arid analysis, called Management's Discussion and Analysis (MD&A), to accompany the basic financial statements.




This letter of transmittal is designed to complement the MD&A and should be read in conjunction with if. The MD&A can be found immediatedy
foilowing the independent auditors’ report.

THE REPORTING ENTITY AND SERVICES PROVIDED
The funds and account groups included In the CAFR are those deemed dependent upon the City and controlled by the City Councit and reflect the
City's financial reporting enfity in accordance with GASE Statement 14.

The City provides 2 wide range of rmunicipal services including public safety (police, fire and graffiti abatement), public utiities services {glmctric,
water and wastewater), transportation services (streets, flood control and transit) leisure, cultural and social services {parks and recregtion, library
am? community center), and general government services (management, human resources administration, financial administration, building
maintenancs and squipment mainienance},

Several municipal services are provided through other government agencies, private companies or public utility companies, inciuding,

Mumber of

Facilities
Elernentary and Secondary Schools 13
Sanitation (solid waste) and Cable Television 2
Ambulance 1
Gas and Telephone 2

ECONOMIC CONDITION AND GUTLOOK

The City is ocated in the San Joaguin Valley between Stockion 10 miles fo the south, and Sacramento 35 miles to the north, and adjacent o U.S.
Highway §8. The City population is 86,521 and is contained in an area of 12.516 square miles. The City has grown sieadily since incarporation in
1806 and is projecied io grow to 70,600 people by the vear 2007. The City's growth is provided for in both the General Plan and the City's growth
control ordinance that allows an increase in population of 2% per year untll the growth limits are reached,

Lodi is built on a strong and broad based agriculturat industryy with nationat and industrial markets for iis commodities and products. Wines,
processed foods, nuts, fruit and miltk are major commodities of the Lodi area and provide the basic material for food processing and packaging.
These commodities support the operations of Gensral Mills, Guild Winery and Pacific Coast Producers {0 name just three companies in the
businass of processing local agricultural commaodities.

in addition, Lodi has a wids range of smal, financislly sound businesses that add ¢ the sconomic sirength of the City. These companies range in
size from 10 o 150 employees and produce a wide variety of products, services and commuodifies.

Over the past several years, there has been an increase in industrial and residential develepment thal has been unprecedenied since the early
16805, This new development combined with the growing strength of the winefgrape industry is a positive indicator for Lodl. The City's focus on
economic development has successfully encouraged numerous big industries to move to Lodithat collectively created hundreds of new jobs.
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Economic Development

Lodi continues to be commilted 0 promoting sconomic. development {business retention and attraction) and expanding the tax basse o fund city
services rather than increase taxes o pay for thesa sepvices. The City developad long and shofi-lerm economic ﬁﬁvﬁfeymem geailsin conjunction
with the Chamber of Commmercs that resulieg in the revitelization prolects for the downfown and Cherckee Lane areas. 1 addiion o revilalization
sfforts, the City has sdopled & number of inceniives fo refain and aliract new businesses. Thess incentives includad infrastruciure improvements,
regulatory flexibiiity, tax credits and ulility rate incentives.

MAJOR GOALS, OBJECTIVES AND PROJECTS

To assist the citizens of Lodi understand where the City intends o allocate available resources, the City Council, the City Manager and Depariment
Heads have established a hierarchy of major gogle, phiectives and major proiects that suppornt and re-enforce me City's mission statement.

Four major City goals were established as policy direction and focal points for the efforls of City staf. These goals includs;
Ensure a High Quality of Life and a Safe Environment for Citizens
Ensure Efficient and Productive City Organization
Ensure Public Trust, and
Ensurs the Development of the Lodi Economy for a Fiscally Sound City Organization

City Council, the City Manager and Department Heads sstablished nineleen major City obiactives:

Maintain City's Sense of Community Pravide Employee Training and Education

Provide for a Balanced Community Evaiuate Telecommunications Opportunities

Enhance Access through implamentation of Information Systems Strategic Plan  Provids Resources to Maintain City's infrastructure
Promole Urban Foreshy Promote Public Relations and Marksting Efforis

Attract, Retain and Invest in A Quality City Work Force Ensure Open and Accessible Public Mastings

Encowrage Public Arts, Cultural and Recreational Opportunities Pursue Efforis to be Entrepreneurial

Provide Appropriate and Sufficient City Facilities improve Customer Service

Develop Short and Long Range Operational Plans Continue to Use Parinerships fo Advance City's Objectives
Develop Effective Records Management Program Pravide a Balanced Budgst & Adhere 10 Adopted Policles

Promote Commerciaifindustrial Base

Projects represent the foundation of the planning statements for the City of Lodi. These projects are designed to accomplish specific objectives and
become the focus for organization wide effort.

As discussed above, economic ravitalization continued 10 be an active focsl point of the City in 2002-03. The foliowing major Cily projects were
pianned in the 2001-03 two-year budget document: 1) the construction of a new Public Safety bullding; 2} construction of an outdeor skate park; 3)
construction of the civic center Velerans Memorial, 3) design and development of the DeBenedetti Park/G-Basin, 4) the renovation and expansion of
the old Public Safety Building; §) design and development of the DeBenedetll Park/G-Basin, 8) development and construction of an indeor sports
center; 7) design and construction of an aguatics center; §) construction of a new animal shelter facifity; 9) svaluating the feasibility of leasing land
for the construction of a sports complex; 10} evaluating the need for pmwdmg paramedic/ambulance servives; and 11) the implementation of the

redevelopment agency.

vif




During fiscal year 2002/03 these projects movad through various phases of the capiial improvement project process, and some General Fund
proiects were then put op hold unlil a revenue stream is identified,

The slow down in the capital development comss a1 a Bme when the cost of “Cii}r‘ services i increasing leaving less discretionary money. However,
the prolects identified by the City Councils in the past years remain 2 high priority.

Mew Police Bullding

The new Police Station is under construction and will be completed in January 2004. The cost of the profect is approximately $17.5 million. This
bullding is designed lo meetl the needs of the Police Department for the next 20 years. The project is being paid for with a grant from the Siate for
$4 miflion and Certificates of Parlicipation,

The Police Building is designed 1o be a 54,000 square fool, two-story bullding to house police operations, including staff offices and work space,
property and evidence handling areas, and storage and mechanical rooms. The facllity also includes 2 5,800 square fool Type 1 jail, 1,000 sguare
fout dispaich center, and 10,000 square fest of expansion shell space for future growth. The site will also include 100 secure parking spaces for
pofice vehicles, a sally port for prisoner transporiation and a sheiter for pofice molorcycles. Trash enciosures and an emergency generator wil also
be installed on the sile,

Outdoor Bkate Park
The outdoor skate park was compisted in May 2002 and a formal dedication was held in August 2002, The Clly coniracted with Spohn Ranch for
temporary management the park and to provide equipment. The cost of the project to the City was approximately $540,000.

Civic Lenier Veterans Monument

This project was completed and dedicated in May 2002, The cost of the project was approximately $480,000 and will be reimbursed to the City by
the Veterans Advisory Committee. This Monument consists of a 21.5-foot stainless-steel obelisk, a 7-fool granite sphere, an eternal flame and 2
pooi outlined by blue cobalt tile all under fit. The Monument is in a very visible location by City Hall and has received wide acclaim by the community.

The major Capital Projects that were placed on hold due to budget consiraints facing the city in 2003-05 are:

Public Safety Building Remodei and Expansion
The Public Safety Building is over thirly years old and it has many mechanical and design deficiencies. Remodeling this buzidmg o provide

additional workspace, parking and related site improvements, a complete refrofit of the HVAC system, replaceiment of jail facility, full compliance
with the Americans with Disabilities Act requirements, more space for public safety officers and a Police and Civic center parking structure

DeBenadetti Park/iG-Basin

The project consists of design and deveéopment of & 40acre, youth sports ccmg&ex {with lighted fields) and park within the "G-basin”, which provides

storm water storage in the park. This project is one of the highest unranked projects identified by the Parks and Recreation Cnmméssmn and the
City Council.  The estimated cost of the project is $11.2 million, which is approximately $5 million greater than the estimate in June 2001, The

project has gone through the schematic design and construction design phases. The General Fund portion of the project has been put on hold;

however, the portions funded by other sources of revenus are expected o proceed.
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indoor Bports Center

This project consists of development and construction of a 40,000 square foot building 1o provide space for 2 gymnasgium, exercise rooms, iitchen,
masting rooms and offices for community use. The estimated cost is $10.8 million and is currently in the schematic design phase. The construction
design phass has been complaled,

Aguatics Centey

This project consists of design and construction of a recreation pool with water features, a 50-meter competitive pool, snack bar, changing rooms,
showsrs, parking and picnic areas. The estimaled cost of the project is 87 million, which Is 2 34 million, increase from the estimale made in June
2001, The project passed through the design phase prior 1o being placed on hold,

Animal Shelier Facility

The Lodi Animal sheller was buill in the 1960°s to service a commurity of approximatsly 26,000, As most shellers built at that tme, #s purpose was
tw be a "dog pound’, Le. a place o impound stray and vicious dogs before suthanizing them. The current shelier cannol meet the newly mandated
State law or fulfill the sxpectations of a community eager to provids more humane animal care.

The estimated cost of the project is $4 million, which is $1.5 greater than the original estimate made in June 2001, This will be an 18,000 square
foot facility on 8 3-acre site. It will include kennels, isolation kenneis, community classroom, a clinic, storage areas, exercise areas and areas set
aside for expansion of kenneis,

The project compieted the design phase prior 1o being placed on hold pending identification of a revenue source.

Sports Complsx
The City is evaluating the feasibility of leasing land for the construction of a regional sports complex. This project has been on the drawing board

since 1993 pending an environmental study and community input.  The project is projected to significantly increase tourism to Lodi and the Central
Valley howsver at this time does not appear financially feasible for the company wishing to lease the land

Paramedics
The City is evaluating the need for providing paramedic/ambulance services. A private company currently provides this service. The City Council

has approved placing paramedics on the engines at this time.

Redevelopment Agancy .
The greater parts of the historic business and residential areas of Lodi are located In the eastern third of the City. The age of the buildings and

infrastructure in this area is between 40 to 90 years old. Many of the buildings reflect the charm of the buildings constructed between the 1890s and
19305, Many long time residents and businesses continue o five and conduct business in this area. Over the last fifteen to twenty years, private
investment has shifted o the City's newer areas in the west and south areas of the Cily and the number of resident properly owners in the
"Eastside” areas have decreased. Accordingly, this area has experienced a decline in the levei of investment, properly maintenance and relative
property values. The City Councl is committed o maintaining the historic and economic vitality of this area and accordingly, the City has begun the
steps necessary to form a Redevelopment Agency to preclude blight and decay and to encourage private investment
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FINANCIAL INFORMATION, MANAGEMENT AND CONTROL

A detalled understanding of the financial position and operating results of the City. is provided in the following sections of this report, The following is
a triel description of the Ciy's financlal condition, management practices and conirol technigues.

Hasis of Accounting

Basis of accounting refers fo the policy as to when revenues, expenditires or expenses are recognized in the financial accounts and reported in the
financiat statements. The City's acoounting records for general government operations are mainiained on & modified accrual basis. Revenues are
recorded when available and measurable. Expenditures are recorded when the services or goods are received and the fiability incurred, For
propristary fund types, the City uges the gocrual basis of accounting. As such, the measurement focus is on nat income in addition to Snancial
position and changes in financial position. Revenues are recognized when earned and expenses are recognized as the fability is incurred, We
believe that the City's internal accounting controls adequately safeguard assets and provide reasonable assurance of proper recording of financial

transacions.

Accounting System and Budgstary Gontrol

in developing the Cily's accounting system, consideration is given fo the adequacy of the internal controls. The objective of the City's internal
accounting conirols is fo provide reasonable, but not absolute, assurance that the assels are safeguarded against loss from unauthorized use or
disposition; and o ensure that transactions are properly recorded to permit the preparation of financial statements in accordance with generally
accepled accounting principies.  The concept of reasonable assurance recognizes that the cost of control should not exceed the benefits likely 1o
be derived and that estimates and judgments are required to be made by management in evaluating these costs and benefits.

in addition, the City maintains budgetary conbrols, The objective of these confrols is o ensure complience with legal provisions embodied in the
annual appropriated budget approved by the City Council. Although the Clly ulilizes 2 two-year Financial Plan format the budget is adopted annually,
The City Manager is responsible for the preparation of the budget and its implementalion after adoption, The City Councli has the authority to
amend the budget at any time during the year. The City Manager has the authority to make adjustments fo the budget as long as those changes will
not have a significant policy impact nor affect budgeted year-end balances. During fiscal year 2002-03, the City Councii and City Manager made
several supplemental budget appropriations the majority of which relate to capital projects.

Fund Balance
It is the City's goal to target and maintain an unreserved, undesignated fund balance in the General Fund and working capital balances in the

Electric, Water and Wastewater enterprise funds of at least 15% of operating expenditures. This goal allows for variations from year-lo-year {0
account for economic and fiscal changes. The General Fund maintained a fund balance of $1,568,708 or 4.23% of operating expendilures at the
end of fiscal year 2002-03. The decrease in the fund balance is of concem {o the City Council and will be addressed over the next two fiscal years
by a cut in expanditures, an increase in revenues, or 2 combination of both.

Carryover Poligy
A two-year Financial Plan and Budge! format provides the Cify Council and staff with the opportunity 1o commit operating funds to services over a

two-year time frame rather than the traditional one-year pericd, Under a one-year budget appropriations lapse at the end of the fiscal vear and
favorable budget balances are no longer available for operating expendiures. except when encumbered under contractual agreaments. The two-




year Financial Plan and Budget sllows for the unexpended cperating budgst balances {o be camied forward 0 the sscond year of the Financial Plan
orovided that the fund balance excesds the required operaling reseive.

Cash Management

The Ciy has writler investment policies thal address a wide range of investimenis. These policies describe the Cily's investment ohieclives,
investment authority, aliowable invesiment vehicles, maturily terms and eligible financial institutions.  They also describe the City's capilal
preservation and cash management oblectives. As provided in the policy, investmenis are intended 1o be held untl maturlty and investment tsrms
are 1o be consisient with the City's cash flow needs. Investment reporls are issued both monthly and guariedy o the Clty Manager and Clly Councll
io provide detailed information regarding the Cily's investments and compliance with Clty policy and as required by state law.  An important objective
of the City's investment policy is to achieve a reasonable rate of return on public funds while minimizing risks and preserving capital. In svaluating
the performance of the City's investment portfolio, investments ara sxpecied to vield a rale of retumn that regularly meets or excesds an average raie
of return on g thres-month U.G. Traasury 8il,

The City received an award again this fiscal year from the Municipal Treasurer's Asseciation of the Uniled Siates and Canada (MTA) for the
investment Certification Program. This award program is designed 10 recognize outstanding writien investment policies and fo provide professional
guidance and assistance in developing and improving existing investment policies in the government sector. In addition, the Treasurer and Deputy
Trassurer of the City are Certified California Municipal Treasurers (COMT).

Appropriation Limitation

Articie XHH B of the Consthitution of the Sigte of California (Proposition 4) provides for the limiation of expenditures by sigle and local governmenis.
Under the provisions of this erficle, City appropriations funded through tax sources may not exceed Fiscal Year 1879 appropriation levels except as
adiusted for increases in population and the growth in the California per capita income or non-residential assessed valustion dus to new

construction within the city,

Excluded from the limitation are appropriations funded through charges for services, fines and forfeitures, grants, transfers of service responsibilities
between government agencies and indebtedness incurred prior lo Fiscal Year 1879, Pursuant to subsequent legisiation adopled after Arficie X B,
the City is reguired to annually establish and adopt its appropriations fimit by resolution. For 2002-03, the City's appropriations subject to mit were
$28,013,112 and the appropriation firnit was $57,439,884 a favorable variance of $28,426,781.

Diebi Administration , . .
At Juns 30, 2003, the City had outstanding Cerlificates of Participation of $138,007,124. These fiabifities are discussed in MNote 7 of the Basic

Financhyl Statemenis and summarnized below.

The City issued a $5.0 million Certificates of Participation {1585) COP to fund iis share of the improvemanis downtown and Charokee Lane. These
honds were recently refunded by the issuance of the 2002 Certificates of Parlicipation. The City also issued a $1.97 million limited obligation
improvement bonds for the Central City Revitalization Assessment District on July 22, 1996. The improvement bonds of the assessment district are

not general obiigations of the City.

The City aiso issued $10.12 milion for the renovation of the Performing Arts Center on August 1, 1986; the 2002 Certificates of Participation also
refunded these bonds. 1n addition, the Elaciric Utility issved $43.96 million Certificates of Participation to finance the costs of certain. improvements
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to the distribution and tansmission facilities of the Cily's sieclric svstem, These bonds were also refunded by the issuance of the 2062 Flectric
Systems Revenue Certificates of Parlicipation. The City-is also authorized 1o issue up to $16 millien for the Environmental Abatement Program for
the clean up effort of the groundwater contamination of PCETCE around the downtown area.

On November 2002, the Cily issued the 2002 Revenue Certificates of Participation Senes C for $21,225,000 and 2002 Series [ for $22,740,000, 1o
buy out the enegrgy purchase agresment enterad into by the Clly In January 2002 with Calpine.

The City's debt management policy includes a commitment o monitor all forms of debt annually during the preparation of the City's Financial Plan
and Budget to ensure compliance. Also, the City will generaily conduct financing on a compstitive basis, will sesk an investment grade rating on any
direct dabl and will oblain credit ephancements such as letters of credit or insurance when necessary for marketing purposes, availability and cost
affechivensss.

interim Flnancial Reporiing

Monthly financial reports are prepared o present the City's financial condition and resulls of operations. These execulive reporis are organized
using the “pyramid” approach. As such, the highest! lsvel of summary daia is presented first, followed by progressively greater levels of detail. The
reports provide current period and year io date revenues, expenditures and encumbrances for all activities and funds, including vear fo date
astimates and variances.

SBingle Audif

The City is subject to financial and compliance reporiing requirad by the Bingle Audit Act Amendments of 1986 and OME 133, which is 2
requirement of &l local and stals governments recaiving federal financial awards. As part of the Singls Audit tests are made to delermine the
adequacy of internal controls, including that portion related lo federal financial awards, as well as 0 determine that the Cily has complied with
cartain appicable laws and regulations governing federal funds. The Single Audit report is published as part of the annual financial statements for

easy reference.

Compstitive Bidding Policy
All required purchases for materials, equipment and services during 2002-03 were made pursuant to competitive bidding procedures as established
under the City's purchasing ordinance. Gontracts for construction projects were awarded pursuant to compstitive bidding procedures established by

the State of California for projects in excess of $5,000.

Risk Management

The Gity is self-insured for dental care, workers’ compensation, general liability and unemployment insurance. General liability and workers'
compensation are administered by outside agencies. The City administers unemployment insurance. Self-insurance transactions are accountad for
under the City's Claims and Benefits Fund, At June 30, 2003, the Claims and Benefits Fund had a deficit of $2,176,869. The City is implementing &
phased deficit reduction plan recommended by an actuary to gradually eliminate the deficit in the Internal Service Fund.

INDEPENDENT ALIDIT

The City Council requires an annual audit of the records and accounts of the City by an independent certified public accountant. To ensure internal
controt periodicatly the City conducts a request for proposal {RER) process for auditing services. The accounting firm of Macias, Gini & Company
LLP was selected o perform this audit, The independent auditors' report precedes the basic financial statements and concludes that the Cily's
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basic fingncial siatements are presenied fairly, In all material respects, in accordance with accounting principles generally acceplied in the United
States of Amarica.

GERTIFICATES OF ACBIEVEMENT

The Governmant Finance Officers Association of the United States and Canada (GFOA) and the Cslifomia Sodiely of Muricipal Finance Officers
(CSMFO), both awarded a Cerlificate of Achisvement for Excallsnce in Financial Reporting to the Clly for #s Comprehensive Annual Financial
Repori ({CAFR) for the fiscal year ended June 30, 2002. These Certificates of Achleverment are prestigious national and state awards recognizing
conformance with the highest standards for preparation of slate and local government financhal reports.

In order fo be awarded a Cerlificate of Achievement, a governmental unit must publish an easily readable and efficiently organized CAFR, whose
contents conform fo program standards. The CAFR must satisfy both generally accepted ammumsng pnﬂmp}es and appiicable legal requirements.

A Certificete of Achievement is valid for 2 period of one year only. The iy has regeived a Cenlificate of Achievement for the las! nine years {fiscal
years ended June 30, 1993 through 2002). The incorporation of the GASE 34 reguirements changed the presentation of the financial statements
this year, howsver, we belleve our current report confinues o conform to the Cerificate of Achievement program requirements and we are
submpilting it to GFOA,

ACKMOWLEDGMENTS

As always the professionalism, dedication and efficiency of the Finance Department Accounting staff made it possible for the timely preparation of
ihis report and are to be commended. | would also fike o personatly thank Ruby Paiste, Accounting Manager, and Cory Wadiow, Senior
Accountant, and Tyson Mordhorst, ngr&mmer Analyst. Meeting the challenges of GASB 34 required an enormeous amount of attention to detail
and many long hard hours of work. Their work in preparing this year's CAFR was greatly appreciated.

I would aiso like to thank you for your continued interest and support in pianning and conducting the financial operations of the Cly in a responsible
and progressive manner,

Respectfully submitted,

Vicky MchAthie
Finance Director
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Association of the United States and Canada to
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reports {CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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Certificate of Award

Jutstanding Financial Reporting

Presented to the

This certificate is issued in recognition of meeting professional standurds and criteric in reporiing
which reflect o high level of quality in the annuael financial statemenis
and in the underlying accounting system from which the reports were prepared.

February 24, 2003

Chgir, Professional & Terhnital Standards Commnities

Dedicated to Excellence in Municipal Financial Management
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L. SECTION

FINANCIA

The Financial Section is comprised of the Independent Auditors’ Report, Management Biscussion and Analysis,
Basic Financial Staterments, including the notes, required Supplementary Information, and Supplementary
information which includes Combining and Individual Fund Statements and Schedules.
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The Honorable Members of City Council
City of Lodi, California

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental activities, the business-fype activities, each major fund, and the aggregale remaining
fund infornmtion of the City of Lodi, Califorma (City), as of and for the year ended June 30, 2003, which collectively comprise the City’s basic financial
statements as listed in the table of contents, These financial statemments are the responsibility of the City’s management. Cuy responsibility is to express opintons
on these fimancisl statements based on owr audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial andits
contained in Government Auditing Standards, issued by the Comptroller General of the UInited States. Those standards require that we plan and perforn the
audit i obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes exarmining, on a iest basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by menagement, as well as evaluating the overali financial statement presentation, We believe that our audit provides 2 reasonable basis for our
opinions,

In our opinion, the financial staternents referred to above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, each major fund, and the aggregate remaimng fund information of the City, as of June 30, 2003, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America,

As described in Note 1, the City adopted the provisions of GASB Statement Ne. 34, Basic Financial Statements — and Management’s Discussion and Analysis -~
For State and Local Governments; GASBE Statement No. 36, Receipt Reporting for Certain Shared Nonexchange Revenues; GASE Statement No. 37, Basic
Financial Statements — ond Management’s Discussion and Anelysis - for States and Local Governments — Omnibus; GASBE Statement No. 38, Certain Financial
Statement Note Disclosures: GASB Interpretation No. 6, Recoguition and Measurement of Certgin Lighilities and Expenditures in Governmental Fund Financial
Statements; and GASB Technical Bulletin 2603-1, Disclosure Requiremenis for Derivatives Not Reported at Fair Value on the Statement of Net Assets during the
cnIrent year.

in accordance with Government Auditing Standards, we have also issued our report dated January 13, 2004 on our consideration of the City’s interng! control
over financial reporting and our tests of its compliance with certain provisions of laws, regulations, coniracts and grants. That seport is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the resuits of our audit,



The management’s discussion and analysis on psges 3 through 12, the schedule of funding progress — pension plan on page 73, and schedule of revenues,
expenditures and changes in fund balance - budget and actual - General Fund on page 74 are not a reguired part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted principally
of inguiries of managemient Tegarding the methods of micasurement and presentation of the vequired supplemwtitary Tetormation However, wedid not audit the
information and express no opinion on . -

Crar audit was performed for the purpose of forming opinions on the finencial stateinents that collectively comprise the City’s basic Snancial sistements. The
introductery section, combining and isdividual fund statements and schedules, and the statistical section are presented for purposes of additional anaiysis and are
not a required part of the basic financial statements. The combining and individual fund statements and schedules have been subjected to the auditing procedures
applied in the audit of the hasic finencial statements and, in our opinion, are fairly stated, in all material respects in relation to the basic financial siaternenis taken
as & whole. The introductory section and siatistical section have not been subjected to the auditing procedures applied in the audit of the basic financiai
staternents and, sccordingly, we sxpress no opifion on them.

acias. G;’m;' R

Cestified Public Accountanis

Sacramente, Californda
Janwary 13, 2004




MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of the Comprehensive Annual Financial Regort is presented as discussion and analysis of the financial performance of the City of
Lodi {the City) for the fiscal year ended June 30, 2003,

FINANCIAL HIGHLIGHTS

s The assets of the City of Lodi exceeded its liabilities at the ciose of the 2003 fiscal year by $152,879,481 {net assals). Of this amount,
$17,503,058 is a deficit {unrestricted net assels), needed 1o meet the City's nngoing obligations o citizens and creditors.

s The City's total nel assets increased by $28,733.

o As of June 30, 2003, the City's governmental funds reported combined ending fund balances of $17,848 767, & decrease of
38 408,389 in comparison with the prior year. Of this amount, $10,818,510 is avaiiable for spending at the Ciy's discration
{unreserved fund balance).

o At the ciose of the fiscal year, fund balance for the general fund was $1,566,708 or 422 % of total general fund expenditures of
$37.,040,427.

s The City's tolal long-term debt increased by 3 43,284,825 (39.9%) during the current fiscal year. The key factor in this increase was
the issuance of $43,985,000 in certificates of participation for the Electric Fund.

GVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City's basic financial statements. The City's basic financial
staterments comprise of three cornponents: {1) Government-wide financial statements, (2) Fund financial statements, and {3) Notes to the
Financial Statements. This report also includes other supplementary information in addition 1o the basic financial statemenis.

Government-wide Financial Stetements

The government-wide financial statements are designed to provide readers with a broad overview of the Gity's finances, in a manner simiiar 1o
a private-sector busingss,

The statement of net assets presents information on all of the City's assets and lishilities, with the differance between the two reporiad as
net assets. Cver time, increases or decreases in net assets may serve as a useful indicator of whether or not the financial position of the City

is improving or deteriorating.

The statement of activities presents information showing how the Gity's net assets changed during the most recent fiscal year. All changes
in net assets are reportad as soon as the underlying event giving rise 1o the shangs occurs, regardiess of the timing of related cash flows.



Thus, revenues and expenses are reported in this statement for some items that will only resull in cash flows in fulure fiscal periods, such as
revenues periaining to uncoliscted taxes and expenses pertaining {0 eamed but unused vacation and sick lzave.

Both of the government-wide financial statements distinguish funclions of the Cily that are principally supported by isxes and
intergovernmental revenuss (governmental activities) from other funciions that are intended to recover all or a significant portion of thair costs
through users fees and chasges (business-type activities) The governmental activities of the City include general government, public
protection, public works, library, and parks and recreation. The business-type activities of the Clty include electric operations, wastewater
system, water operations and public ransit system.

Fund Financigl Siatemeanis

The fund financial statements are designed fo report information about groupings of related accounts, which are used to maintain control over
resources thal have been segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-relaled legal requirements. All of the funds of he Cily can be divided inio the
following three categories: Governmental funds, Proprietary funds, and Fiduciary funds.

Governmental funds. Governmental funds are used 1o account for essentially the same functions reported as governmental activities in the
government-wide financial statements. Most of the City's basic services are reporied in governmental funds. These siatements, however,
focus on (1) how cash and other financial assets can readily be converied to available resources and {2) the balances left al vear-and are
available for spending. Such information may be useful in determining what financial resources are avaiiable in the near fulure o finance the

CHty's programs.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to compars the
information presented for governmental funds with similar information presented for governmental activities in the govermnment-wide financial
statements. By doing so, readers may better understand the long-lerm impact of the government's near-term financing decisions. Both the
governmental funds balance sheet and the governmental funds statement of revenues, expenditures, and changes in fund balances provide a
rasonciliation to faciitate this comparison between governmental funds and govemmental activities.

The City maintains several individual governmentat funds organized according to their type (spacial revenue, capital proiects and debt
service). Information is presented separately in the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures, and changes in fund balances for the general fund and the capital projects fund, which are considered to be major funds. Data
from the remaining governmental funds are combined into a single, aggregated presentation. Individual fund data for each of the non-major
governmental funds is provided in the form of combining statements elsewhers in this report.

The City adopls a two-year budget for its general fund and special revenue funds. Budgetary comparison statements have been provided for
the general fund and the special revenue funds to demonstrate compliance with this budget.

Proprietary Funds, Proprietary funds are generally used to account for services for which the City charges customers-gither outside
customers, or internal uniis or depariments of the City. Proprietary funds provide the same type of information as shown in the government-
wide financial statements, only in fore detail. The City maintains the following two types of propriefary funds:




» Enterprise funds are used to report the same funclions presented a8 businessdype activilies in the government-wide financial
statements.  The City uses enterprise funds o account for the operations of the Elsclric, Wastewater, Water, all of which are
considered io be major funds and the Transit system, which is considered fo he a nonmaior propristary fund.

s  Internal Serviee fund is used to report activities that account for various employes penefits and seif-nsurance activities of the Uity
Because these activities predominantly benefit governmental rather than business-type funciions, they have been included within the
governmental activities in the govermnment-wide financial statements. '

Fiduciary funds. Fiduciary funds are used o account for resources held for the benefit of parties outside the City. The aclivities of the
Downtown and Cherokee Lane and the Industrial Way-Beckman special assessment districts are accounted for and reported under the
fiduciary funds. The aclivities of the orivate sector trust and the Holz bequest are aiso accounted for under the fiduciary funds. Since the
resources of this fund are not available to support the City's own programs, itis not reflected in the government-wide financial stalemenis.
The accounting used for fiduciary funds is much like that used for proprietary funds.

Motes to the Financial Statsmenis

The notes to the financial statemenis provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.

Reguired Supplementary information

bkt

In addition to the basic financial statements and accompanying notes, this report presents certain required supplementary information

concerning the City's progress in funding its obligation o provide pansion benefits to its smployees, and a schedute comparing budget o
actual in the General Fund, '

Combining Statements

The combining statements in connection with non-major governmental funds and fiduciary funds are oresented immediately following the
required supplementary information on pensions.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Thie is the first vear that the City has presented its financial siatements under the new reporting model required by the Governmental
Accounting Standards Board Statement Mo, 34 (GASB 34), fasic Financial Statements - and Management's Discussion and Analysis (MD &
A}~ for State and Local Governments. Because this reporting model significantly changes both the recording and the presentation of financial
data, the City has not restated prior fiscal years for the purpose of providing comparative information for the MD &4, In fulure years, when
prior year information is available, a comparative analysis of government-wide data will be included in this report.

As noted earlier, net asseis may serve over time as a useful indicator of a government's financial position. In the case of the City of Lodi,

assets excesded fiabilities by $152,879 4814t the cluse of the current fiscal year,



The largest portion of the City's net assets reflects is investment in capital assets {e.g., fand, buildings and improvemsnis, machingry and
equipment); less any related debt tsad o acquite those assels that is still oulstanding. The City uses these capilel asseis {0 provide senvices
to citizens: consequently, these assets are nol avallabls for future spending. Although the City's investment in fts capital assels s reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from other souwrces, since the capilal assels

- ggaa

themealves cannct be used io liquidate these Tebiiities.

City of Lodis Mat Asseis
June 34, 2003
Governmental Business-lype
Antivities Activities Total

Agsets:
Current and other assels % 24,253 428 80,895 348 3 105,148,778
Capiia! assels 147,334 891 99,101,181 216,436,152

Toiat assels 141,588 419 179,896,508 321,584,548
Liabilities:
Long-term liabilities otstanding 37475374 114,268,625 151,744 952
Other liabilities 3,858,374 13,005,089 16,860,448

Total Habilities 41,430,753 127,274 684 168,705,447
Het assets:
invested in capiial assels,

net of related debt 94,680,680 62,751,969 157,432,848

Resiricted 12,810,538 238,354 13,048,880
Unrestricted (7,333,550 {10,268,508) (17,603,058

Totat net assels 3 100,157,866 852721818 3 152,878,481

An additional portion of the City's net assets, $13,049,890 (8.5%) represents resources that are subject fo external restrictions on how they
may be used. The remaining balance of unrestricted net assets represents a deficit of $17,603,058. Al the end of the current fiscal year, the
City is able to report posilive balances. in two of the three categories of nel asseis for the government as a whole. Unrestricted net assels are
negative for both the governmental goiivities and the business-type activities. The deficit in unrestricted net assets in the governmenial
activities at the end of the year was $7.333:550 caused primarily by the accrual of compensated absences of $6,723,389 and the inclusion of
the internal service fund In the governmental activities that had negative net assets of $2,176,868. '

Refer to pages 8-9 for analysis of the business-type activities and internal service fund negative unrestricted net assets.




City of Lodi's Changes in Net Assels

sHarye 30, 2003
T Governmental Business-iype
Activitias Actvities Todal
Revenues
Frogram revenuss
Charges for sevices B 3,873,478 61,467 488 % 65,230,964
Operating grants and coniributions 3,315,488 1,772,068 5,087 857
Capital grants and contributions 814,312 6,585,948 15,380,280
General revenues:
Froperly {axes 6,388,164 £,398,184
Other taxes 2,845,168 8,848 188
Grants and contributions not restricied to specific programs 8,539,582 8,839,582
Other 3.838.412 5,051,008 11,888,508
Total revenues 49722 804 77,845 509 118,568 203
Expenses
General govemment 12,237,516 12,237,818
Public protection 16,531,844 16,831,044
Public works 10,948,025 10,946 025
Library 1,453,769 1,453,769
Parks and recreation 3,883,438 3,885,428
interest on long-term debt 1,214,585 1,214,565
Electiin 51,387,845 51,387 848
Wastewater 8,144,172 5,144,172
Water 12,879,363 12,879,363
Transit ) 5,388,541 5 388 541
Totasl expsnses 48,473,357 75,796,924 122,270,281
Changes in net assels before special items and fransiers (4,750,783 2, 0486875 {2,701,078)
Litigation settlernents 2,727,811 2,727,841
Transfers 2-,:98@,-6;31_ (2_,.38&53:‘3_) ,
Changes in net assets (1,770,122 1,796,855 26,733
Net assets at beginring of yesr 104,927,788 50,974,960 152,852.748
Net assels at end of year $ 100,157,666 52,724,815 $ 152,870,481




AMALYSIS OF CHANGES [N NET ABBETS

Governmants] activities, .

CGovernmental soivities decreased the Cfiy's net assels by $1,770,122. The key elements of this decrease are shown in the table on the
previous page. The City nas not restated prior fiscal years therefore comparative analysis has not been presented, as dats for the prior year is
not available.

Businessa-iype activities,
Business-type activities increased the City's net assets by $1,796,855. This reflects primarily the increase in utility rates combinad with the
decrease in bulk power costs and litigation ssitlements.

FINANCIAL ARALYSIS OF THE CITY'S FUNDS

Governmental Funds,

The focus of the City of Lodi's governmental funds is to provide information on near-term inflows, cutfiows, and balances of spendable
resources. Such information is useful in assessing the City's financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government's nst resources available for spending at the end of the fiscal vear.

As of the end of the current fiscal vear, the City's governmental funds reported combined ending fund balances of $17,948,767, a decrease of
$8.496 380 in comparison with the prior year.

The general fund is the chief operating fund of the City. Al the end of the current fiscal year, unreserved fund balance of the general fund was
$530 852, while total fund balance was $1,566,708. As & measure of the generat fund's Hquidity, it maybe useful o compare both unreserved
fund balance and total fund balance fo total fund expenditures. Fund balance represents 4.23% of total general fund expendifures.

Expenditures exceeded revenues in the General Fund and transfers for capital improvements and the increased cost of medical benefits,
dental, long-term disability and workers' compensation resulted in a decrease of $1,757,214 of the fund balance in the General Fund.

Proprietary Funds
The City's proprietery funds provide the same type of information found in the government-wide financial statements, but in more detal,

Unrestricted net assets for the Electric fund and the Wastewater fund at the end of the year amounied to $9,437,767 and 32,166,175
respectively. The deficit in unrestricted net assets in the Water Fund amounted to $18,181,527 resulling primarily from legal expenses and
interest accrued relating to the Environmental Abatement Program honds issued o finance the groundwater contamingtion (PCE-TCE)

hitigation.

The deficit in the Transit fund resulted from not only overagesfunderfunded capital projects but aiso due fo a reduction of oversll revenus,
craating shortages in the operations account as wall, Staff is now working on several ways to efiminate the dsficit. One of these options
would be o reguest a loan from the Measure K Translt account. Then annual payments will be mads from possible funding sources including
future TDA funding, Measure K maintenance or impact fees as applicable. Eligible capital expenditures may also be reimbursed from these
funds. These determinations will be made in FY 2003/04.




The %ﬁ?@rnai Service Fund is reporting s deficit in unrestricted net assets as a result of the City not fully funding its self-insurance achvities.
The City plans to implement the deficit reduction plan recommended by an actuary o gradually eliminate the deficit in the Internal Service
Fund. ,

Other factors concerning the finances of these funds are discussed in the City of Ledf's business-iype activilies,

General Fund Budgetary Highlights
Differences between the original budget and the final amended budget of the General Fund were $ 3,047,748 increase in appropristion and
san be briefly summarized as follows:

$1,426,258 in miscellaneous increases in general government acthities
$812 471 in increases allocated to public protection

$317,380 in noreases aliocated to public works

%30, 530 in increases allocated {o library

$445 049 in increases allocated to parks and recreation

& & 2 % @

Of this increase, $282,514 was from carry-over of encumbered purcheses and coniracis from prior fiscal year, $427,070 for various special
sllocations, $380,066 was for appropriations for varlous grants primarily the after school programs, $123,312 for the additional lease payment
for the new fire truck funded by impact fees, $77,000 for cost of contract empioyees funded by Eiectric Fund, $284,010 was offsetl by
rmiscelanaous reyenues, '

The remaining balance of $1,473,776 was for the miscellaneous increases in various employee benefits ie. medical, dental, long-term
disability, workers' compensation and general labilty.

Significant differences between the final budget and the actual revenues and expenditures can be bsééﬁy summarized as foflows:

« Under the intergovernmental revenues - PERS Burplus astimated revenue was $700,000 but the City has elected o use the creditto
offset PERS rate increases.

. Investment income was estimated at $462,465 and actual interest was (§$14,891). Interest is allooated monthly based on cash
nalance in each fund. The decrease in investments earnings is due o low cash balances and a cash deficit at year-end.

e Rental income was estimated at $361,739 and the actyal was $240,400. Rent for parks and recreafion facifities were down caused by
tha reconstruction of Stockion Street — location of building rentals.

» Under the expenditures, a favorable variance between the final budget and actual expenditures was $1,484,138. Factors contribuiing
1o this difference are the foliowing: Full time salaries are budgeted at E (iop) step and vacancies are also budgeted. The General
cund had 20 vacancies at an average annual salary of $50,000.



Capital Assets and Debt Administration

Capital assets, :

The City of Lodi's invesiment in capital assels for its governmenial and business-type aclivities as of June 30, 2003, amounts to 3216,436,152
{nét of accumulated dapreciation). This investment in capital assets includes land, bulldings and improvermnants, machinery and sgquipment,
vehicles, infrastructure and conslruction in progress. The {otal increase in the City of Lodl's investment in capital assels for the current fiscal
year was 6.7% (a 6.21% increase in governmental activities and a 7.28% increase for business-iype aclivities) as shown in the table beiow,

Changes in Capital Azsetls, Ne! of Depreciation

Business-lype

Governmenial Aclivities Activities Total
2003 2002 2003 2002 2003 2662

Landg % 23,798,732 § 22,425 347 % 5,308,754 & 5308754 % 25,106,488 $ 27,732,101
Buildings and Improvemenis 27,870,536 25,693,317 25,850,704 26,004 858 53,421,240 51,898.273
Machinery and Equinment 202,782 2,456,554 55,254,723 AB 964 978 57,487 8505 51,421,533
Vehicles 2,120,683 2,418,439 2,862 302 2 565,038 4,982 988 4,984 474
Infrastructure 48,068 135 40,063,588 48,068,138 40,063, 588
Work of Art 62,024 42,024
Construction in Progress 12,404 088 17,412,058 10,126 878 9,530 172 22827777 26 047 298

Total 3 117,324,991 % 110,470,301 B8 89,101,181 & 97 371,896 % 218,436,152 § 202 842 197

Additional information on the City of Lodi's capital assets can be found in note 8 on pages 42-44 of this reporl.

Long-term debl '
At the end of the current fiscal year, the City of Lodi had total bonded debt outstanding of $136,007,124. Of this amount, $26,015,000 was for

the funding of the new public safety building, the performing arts center and the downtown and Cherckee Lane improvemenis. The tolal of
$108,892.124 for the business-type activities include the $8,224 823 for the Wastewater fund, 314,500,000 for the Environmental Abatement

program of the Water fund, and $86,267,301 for the Electric fund.

City of Lodi's Outstanding Debt

Governmental Business-type
activities activities Total
Certificates of Parficipation $ 28,015,600 109,692 124 138,007,124
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The City of Lodi's total bonded debt increased by 347 358, 072{45%) during the current fiscal year. The key factor in this increase was 2
$43,9685,000 revenue bonds issued for the Electric Systerns on November 2002 fo buy out ihe Calping energy purchase agiesmen: entersd
into by the City in January 2002, . '

The City maintains an "AAA" rating from Standard & Poor's and Filch, inc. The revenue honds of the Eleciric Bystems have besn raled by
these two rating agencies and given an "AAA"

Additional information on the City of Lodi's long-term debt can be found in note 8 on pages 45-55 of this report.
Economic factors and next vear's budget and rales

State and Local Economy.

The State of California is facing a maijor financial crisis with a projected shortfali of $38 billion for the 2003-04 fiscal year. The State adopled 2
budget in early August 2003 that refied on $10.7 billion in defieit bonds to cover a large piece of the shortfall over five years. i also leaves the
State facing & nearly $8 billion deficit in the fiscal year beginning July 1, 2004, A key credit rating agency said the Slate's budget falls io fix the
oroblems that drove the State into its worst fiscal crisis by relying too heavily on onae-time fixes and fails to correct an imbalance in the Siste's
spending and revenues.

Mandates and the State Budget.

A current budget bill that will defer or suspend mandates in the current budget year is in draft form, Under this bill, programs that receive
funding of $1,000 or less is deferred. Programs such as the * Open Mestings Act Notices™ and the "Police Gfficers Procedural Bill of Rights”
may not be reimbursable. However, the City will be required to subrmit claims and may be reimbursed at a ister date,

The Budget in brief,
The following is a summary of significant changes in the City's 2003-06 budgst

Gensgrai Fund

General Fund revenues are projected to increase by 5.6% and operating expenditures are projected to increase by 14.6%. The increase in
projected revenues reflects an increase primarily in tax revenues. The increase in projected expenditures reflects an increase in staffing for the
Police and Fire departmenits, increase in PERS rates, increase in liability insurance, and an increase in workers' compensation costs.  PERS
rates are increasing 39% or $837,263 in fiscal year 2003-04 and B1% or 52,032,972 in fiscal year 2004-05. Medical cosis are increasing
20.9% or $571,600 and 15% or $494,430 in fiscal years 2003-04 and 2004-05 respectively, Workers' compensation-is inoreasing 37.4% or
$451,875 in fiscal year 2003-04 and 4.8% or $84 215 in fiscal year 2004-05, Liability insurance likewise, is increasing 3.9% or $35,886 and
7% or $66.625 in fiscal years 2003-04 and 2004-05, respectively. Employes salaries will also increase by 5% or $1 187 850 in fiscal year
2003-04, which allows for salary increases and cost of living adjustments negotiated with various bargaining units.

The City is currently reviewing s 2003-05 budget ic address the impact of the Vehicle License Fee (VLF) backiill gap. The State has withheid
three months. of the VLE backfil totaling $554,892 beginning August 2003 through Qctober 2003. According to the State Controlier’s Office,
sis will be considered o loan to the State and will be repaid to the City in 2008. Budget reductions are being considered to meetthe

City's operating requirements.as a result of the VLE backfill gap. Staff is closely monitoring the Governor's proposed budget regarding this
issue and the impact it may have on future revenues. ' ' ' o
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Electric Fund

Revenues are projected to remain the same over the nexttwo fiscal years at §53 milion. The cost-of bulk power has leveled off and the Oity
does not anticipate any significant shifts in power costs at this fime as i occurred in fiscal year 2002 when the City paid §82 million for power
versus 332 6 millon in 2004 and 2008

Operating expenditures are up approximately $2 million and are offset by existing rates and fund balance, The failed dereguiation policles of
the State and the run away cost of power in the spring of 2001 significantly impacted the Electric Fund, however, the “markel cost adjustment’
approved by the City Council in 2001 has corrected this imbalance. The Eleciric Fund is financially healihy at this time,

Wastewatsr Fund

Significant changes will ocour in the Wastewater fund in the next two vears. The Slale of California has imposed higher standards on the
discharge of wastewater into the San Joauuin Delta. The City anficipates spending $18 miion as a first step in meeting the State’s discharge
requirernents. Accordingly, rate increases of approximately 20% per year through fiscal year 2006 were projeciad,

Water Fund
Revenues are projected to remain flat over the next two years with average annual revenues being $6.3 million, which is up from the 355

million in fiscal year 2002-03. Operating and capital expsnditures are increasing to an average of $8.5 million over the next two years due in
part to the Council dizection to replace and upgrade water and wastewster lines in the older sections of the City and for legal expenses

associated with PCE/TCE ltigation,

Capital projects to replace older and inadequate infrastruciure may he debt financed to spread the cost of replacement over a longer period of
time. City staff anficipates bringing rate increases back fo the City Council in the next two fiscal years. Based on current projections, the fund
nalance is proiected to decrease from $2.5 million to 3350 thousand by the end of fiscal year 2004-05.

REQUEST FOR INFORMATION

This financial report is designed to provide clizens, taxpayers, cusiomers, investors and creditors with a general overview of the City's
finances and to demonstrate the City’ accountability for the money it receives. If you have any questions about this report or need addiional

information, contact the Accounting Division of the Finance Department of the City of Lodi at 212 W. Pine Street, Lodi, California, 85240.
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BASIC FINANC

IAL STATEMENTS

The Govermnment-wide Financial Statements provide a broad overview of the City's financial position and operating results. Information is
grouped by govemnmental activities or business-iype sctivities,

The Fund Financial Statements report information about the City's Governmental Funds, Proprietary Funds, and the Fiduciary Fund.

The notes have an integral role in disclosing information essential to the fair presentation of the Basic Financial Statements.



GOVERNMENT-WIDE FINANCIAL STATEMENTS




ASSETS

Cash and invesiments

Resticted asgeis

Actounts rsceivable, net

Froperly tax recelvable

intorest recaivable

internal balances

Dus from other governmenta! agencigs

Advance receivables

irventory

Oither aseels

Deferred chargas

Capital assels, nel
Mondepreciabls
Depraciable, net

TOTAL ABBETS

LIABILITIES

Accounts payable and accrued Habilities
Accrusd salaries and wages
Acorped interest
Diaferrad revenue
Long-term lizbRities:
Die within one year
Dus in more than one year

TOTAL LIABILITIES

NET ABSETS
tnvested in capital assels, net of related debf
Restricted for:

Capital projects

Ushit servics

Cther purposes
Unrastricied {deficit)

TOTAL NET ABSETS

The notes i the fnaucial stalements are a0, integral part of this statement.

CITY OF LoD
STATEMENT OF NET ASSETS
June 30, 2063

Goveramental Businass-type
Activilies Activiliey Toiat

$ 12,438,114 1,833,650 g 14,272,773
8,580,245 18,656,180 28218 444
3,544,389 8,938,875 12483 364
1,208,980 1,208,580
49,364 4880227 4885611

(3,513,243} 3,513,243
2,487 740 357,580 2,888,530
1,684 000 531,788 1,615,788
117,541 1,571,842 1,589,483
275,288 11,064 288,332
40,830,683 40,530,663
36,262,855 15,433 432 51,856,287
81,672,138 83 667,720 164,738 865
141,588,418 179,508,509 321,584,928
2,816,843 3,428,085 6,344 808
743,108 740,108
208,430 8,392,538 8,680,968
1,154,458 1,184,468
4,248,204 5,387,212 4815418
33227470 108,802 413 142,129,583
41,430,753 127,274,694 168,705,447
94,680,650 2,751,988 187 432 649
10,960,863 10,960,863
1.454.709 84,769 1,838.4%
394,951 154,585 549,536
(7333550 {10,269 508) (17,603,058}
$ 100,157,665 52721815 $ 152 879487
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FuncBonsiPrograms
PRIMARY GOVERNMENT:
Govarnmental activities:
General govemment
Public protection
Pubslic works
Livrary
Parks & Recraation
interest on long-term debt
Total governmental activities

Business-lype activities:
Elacic
Wasiewater
Watar
Transit
Tolal business-type aclivilies
Total prismary government

3

CiTY OF LODY
STATEMENT OF ACTRATIES
Year entded Juns 30, 2002

Program Hevenues

Mef {Cxpense) Revenue and
Changes in Nel Asssls

Ciperaling Capial
Uharges for Srants-and Grants and Governmenial Business-type
Txpsnsas Sarvices Cenlrbutions Conlribagdions Activities Activities Total
12,237,818 2,354,450 140,538 975,548 {B.797.53%) 3 (8,797,633
18,631,844 540,720 754812 392,35é {14,533 858) {?&5.3&958}
10.845,025 335178 2,580,844 3,908,268 {4.821,730 {4,521,747)
1,453,769 56,819 183,227 25,000 (1,208,922 {1,208,823)
3,980 436 588,474 205470 1,103,740 {2,063.354) {2,093,354)
1,234,565 . {3,214,585) {1,214.885)
48 473,357 3873478 3,315,488 8.6814,312 (32470075 { 3‘2,4?@,8?9;
51,387 848 48,872 488 BB84,782 {1,830,%68) {1,630,568)
8,141,172 5,760,379 44,487 1,344,824 2,008,458 2,008 488
12,878,365 §,531,573 500 1,465,342 £5.881,548) {5.851,948)
5.388,541 293,046 1,727,162 2 870550 {497 403) {497,403)
75785924 51,457,488 1,772,089 6,555,545 ‘ {8,001 421% (8,001,421
122 270281 5 330,964 £ .087.557 13,380 750 (32, 4706,679) BO0T A2 8 (38,474,500
General revenues!
Taxes:
Properly taxes £,358 184 5,308,184
Franchise taxes 7,624,550 7,624,550
Business Hcense tax 821850 821,859
Trapsient sooupancy tax 388,759 389,758
Granis and contributions not restricled to specific
BIOQIAMS 8,838,582 A.538 582
Botor vehicie-in Hey 3,428,824 3425824
invasiment earnings 258,840 5,456,761 6,725,604
Other 136,745 1,594,338 1,731,680
Special #em-litiaation ssitlement 2,727,811 2,727,811
Transfers 2880821 {2,880,831}
Total general revenues, special Hers and ransfars 30,899:957 7,788,278 38,488,233
Change in nat assets £1.770,122) 1,766,855 28,733
Metl assels, baginning of year 104,927,788 50,924,860 152,852,748
Net assels, end of year 100,157 858 2721816 § 132 679,481

The notes fo the financial statements are.an. integral part.of this statemen.
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FUND FINANCIAL STATEMENTS




FUND FINANCIAL STATEMENTS

Governmental Fund Types

Governmental funds consist of the General Fund, special revenue funds, debt service fund and capital projects
funds.

WMajor Governmental Funds include!

Genergl Fung

This fund is maintained to account for all financial resources that are not restricted as to their use. This includes
properly and sales taxes, business tax, receipts, franchise faxes and various subventions such as Motor Vehicle
In-Lieu fees received from the State of California.  With the exception of grant programs, General Fund resources
can be utilized for any legitimate governmenial purpose.

Capital Quilay Reserve Fund

This fund was established to account for the entire City's construction projects and capital purchases in excess of
$10,000 with the exception of those funded through Enterprise Funds. Financing is provided primarily by
operating transfers from other funds and from State and Federal grants.
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Proprietary Fund Types

Proprietary funds consist of the enterprise funds and the internal service funds.

Major Enterprise Funds include:
Electric Fund

The City established this fund in order to account for the provision of electric servicas 1o the residents of the
City. Al activities nacessary to provide such services are accounted for in this fund, including but not limited to,
source of supply, overhead, systems maintenance, cusiomer senvice, enginesring, administration, capital
improvemenis mainienance and debt service.

'Wa_sstewamr Fund

This fund was established by the City in order to account for the provision of waste water collection and

freatment services 1o the residents of the City. All activities necessary to provide such services are accounted
for in this fund, including, but not limited to, adminisiration, operations, maintenance, improvements and debt
service,

Water Fund

This fund was established by the City in order to account for the provision of water to the residents of the City as

well as some customers in the County. Al activities to provide such services are accounted for in this fund,
including, but not limited to administration, operations, distribution, maintenance, capital improvements and debt
sefvice.

Nonmajor Enterprise Fund:

Transit Fund

This fund is used to account for the operations of the Dial-A-Ride and the Grapsline bus system,

ve




internal Service Fund

internal Service Funds are maintained to account for the internal fransfer of services between operating units of the City. The purpose of
an internal Service Fund is Io achieve & level of operating efficiency that may not be available if the same activities were performed by

multiple organizations.

Claims and Benefits Funds
The City of Lodi maintains an internal service fund to account for the following Insurance and certain employee benefits:

General Liability Emplovee assistance program
Workers' Compensation Emplovee recognition program
Deantal Unemplovment insurance
Chironractic Flexible spending program
{ ffe/accidental insurance Long Term Disability
Medical Vision

Fiduciary Fund Type

Private-purpose Trust Fund
This fund is used to account for trust agreements under which the principal and income benefi individuals, private organizations or other

JOVEIMIMEenis,

Agency Fund
This fund was established to account for special assessments collectad on the property tax roil by the City on behalf of the property owners
within the Industrial Way Beckman Disiricts and the Downtown and Cherokee Lane Districts.
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CHY OF LOD!

BALANGE SHEET
GOVERMMENTAL FUNDS
June 30, 2063
Capital {ther Total
General Culley Sovernmendal Goveramental
Fund Heseres Furds Funds
AGSETE
Cash and investmants 3 Hgsar 9,840,927 2280382 % 11,876,000
Restricted assets 6,580,245 & 560,245
Receivalbles:
Agcounts 3318877 114,742 3,433,558
Propety laxes B51 285 357,024 1,208,990
interest 32,548 18,407 48 855
Due from other funds 229 130G 763,251 1,927,747 2,924,158
Due from olher goveramental agancies 185,831 450,000 1,872,108 2,487 740
Advance recelvables 1,084,000 1,084,000
inventory 117,541 147 841
{Other assels 33,528 33,828
Tolal assels % 5,073,891 17,204,029 7,285,387 % 28,873,147
LIABILITIES AND FUND BALANCES
Ligbilities:
Avcounts payable and other Babllities 5 1,421,481 904,380 500,982 % 2,848,843
Accrued salares and wages F4G,408 740,108
Due 1o piher funds 1,345,418 3,675,884 1,412,101 6,433,401
Deferred revenus 450 000 1,084,000 1,524,000
Total Habilittes 3,508,883 5,030,274 3,087 093 11,624,350
Fund balances :
Reserved 827,056 5,224,919 1,180,282 7,332,287
Unreseved reported in:
Genaral Fund 530,652 £39,852
Bpeclal revenue funds 2,322 087 2,322 087
Capital projects funds £,548,836 705,835 7864,771
Total fund balances 1,508,708 12,173,755 4,208,304 17,948,787
Total Habifities and fund balances b 5,073,891 17,204,029 7295397 3 28573, 117

The notes to the financial statements are an integral part of this siatement. 1g




CITY OF LODY
RECOMOILIATION OF THE BALANCE SHEET OF GOVERMMENTAL FUNDS
TO THE STATEMENT OF NET ASBETS
June 30, 2003

Amounis reported for governmental activilies In the statement of net assets are
different because:

Fund balances - iotal governments funds g

Capital assets used in governmental activities are not financial
resources and, therefore, are not reporied in the funds
Nondepreciable capital assets
Depreciabie capital asseals, net

Long-term liabilities are not dug and payabie in the current period
and therefore are not reporied in the governmenial funds as follows:
Compensated absences
Bonds payable and other long-term debt

Interest on iong-term debt is not accrued in the funds, bul rather is

17,948,787

36,262,855
81,072,138

(8,723,389)
{27,461,404)

recogrized as an expenditure when due, {298 430
Other long-term assals are not avaliable to pay for current period expenditures and,
therefore, are deferred in the funds 1,834 000
internal service funds are used by management (o charge the costs of

general liability insurance, workers' compensation insurance, health bansfils

nsurance and other insurance to individual funds. The assels of the internal

service fund are included in governmental activities in the stalement of nat assats. {2,176,883)

Net assels of governmental activilies % 100,14 5?76'68

The notes to the financial staternents are an integral part of this staterment. 19




Revenues:
Taxes
Licenses and permils
inlsrgovernmanial revanugs
Charges for services
Fines, forfeits and penaliies
investment and rental income
Miscellansous revenus

Tolal revenuses

Expenditures;

Current;
General government
Public protection
Public works
Library
Parks and recresiion

Capital outiay

Dabt service:
interest and fiscal charges
Principal paymeanis

Total expendilures

Excass of expendilures over ravenuss

Other financing sources (uses):
Transfars in
Transfers oul

Total other financing sowrces (uses)

Met change in fund Dalances

Fund balances, beginning of year, as restated

Fund balances, and of vaar

The notes o the financial stalements are an integral part of this statement,

CITY OF L0

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES N FUND BALANCES

GOVERNMENTAL FUNDB
Year ended Juns 30, 2003
Capital Other Total
{(zanaral Cutiay Governmental Governmental
Fund Reserve Funds Funds

£ 21,451,841 1,857 432 790,560 % 24,088 833
1,869,402 1,869,402

4,218,381 24 840 3,140,808 7385137
1871380 2,304,080 2,098,208 6,271,646

803,085 BO3,085

221,380 518,580 81,563 £31.533

138,805 180 050 133,238 452 894

30,378,204 4 884 557 §,252 474 41,513,640
10,874,080 10,874,080
15,334,086 263,314 18,587 400
5,130,855 39,494 755,033 5,825,482
1,316.008 1,318,008
3,385,288 3,385,288

9,241 254 3,701,058 12,942 382

1,224,040 1,220,040

730,000 O TR0,600

37 040,427 9,280,788 5,688 445 52,950,660
{6,664,223) {4,395,828) {418,971) {11,477,020)
8,747,325 1,608,180 2,855 010 14,208,515
(1,880,318) {4,318,097) (2,029.471) (8,227,854

4 BEY 009 {2,711,917) B25 539 28980631
{1,797,214) {7,107 7433 408 568 {8,458,389)
3,363,922 15,281,458 3,798,738 26 445 158

5 1,566,708 12,173,755 4,208 304 $ 17,948,767
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CITY OF LOD
RECONCHIATION OF THE STATEMERT OF REVENUES,
EAPENDITURES AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TG THE STATEMENT OF AUTIVITIES
Year ended June 30, 2003

Amounts reportad for governmental activilles are different because:
Net changs in fund balances - olal governmearntal funds %

Goveromemnal funds report capital outleys 25 expenditures, However, in the
statemerd of activifies the cost of those assels is aliooaiad over thelr estimaled
useful fves and reporied as depracistion expanss,
Capital oullays, capital contribulions and depreciafion expenss are ag foliows:
Capitalized capiial oullays
Capital contribufions
Deprecialion sxpense

Long-erm dabt proceeds, net of discounts, provide current financlal resources io governmental funds,
but issuing debt proceeds increases long-term febiliies In the siatement of net assets. Repayment
of the princival and costs of issuance are expenditures in the governmental funds, bul the repayment
reduces long-term kabiities in the statement of net assats, and the costs of lssugnee Increase deferred changes
in the sialement of net assets, Repaymanis of principal gre as foliows:
Caphial leases
Ceriificates of participation principat
Loan principal

internal service funds are used by managemant o charga the cosis of cerfain activities, such as health benefis
and sel-insurance, to individual funds, The nel ravenus {expensas) of internal service funds is reported with
governmental activities.

Deferrad revenues recognized in the funds that were previously recogrized in the stelement of aotivities

Ciher expenses in the statement of aciivities that do not use current financial resources are nol reported as
expenditures in the govermmental funds.

Change in compensaizd absences

Change i acorusd Inferest

EROEEEE 00 SORARRE 0 SO weenm

{8,495,380)

12,942,352
238,984
{8,316.825)

201,281
730,000
78,700

(622,929)

{30,500}

{499,330
5,475

Change in net assels of governmental activiies %

(4.776,122)

The notss 10 the financial statements are an integral part of this statement. 21



ASSETS
Current assels;
Cash and Invesimeanis
Resiricted sseets
Receivables:
Acomnts
irderast
Dhie from olber funds

Tne from other govemmenial agencies

Advance recebables
inventory
(her asseis

Toiat currerd sssels

Moncurrant assets:

Deferrad charges and pther assels

Capial assels,nel
Mondspreciable
Dispreciable, net
Toisi caphisl assats

Total nonourrent assets

TOTAL ASSETS

LIABILITIES
Current Hablilties:

Acctunts payable and other liabilies

Accroed interest

Dug to other funds
Deferred revenus
Seifinsurance Habiily

Ancrued compensated ahsences

Certificales of paricipation payable

Water nots pavabie
Nencurent fabiities:

Accrued inferes!

Del-inswance Habillly

Accrued compensated absances

Cariificetes of parlicipation payabis

Water nole payable
TOTAL LABLITIES

NET ASSETS

invested in capital assels, nel of rolated debt

Restricted:
Delbt sarvice
Ciher puspores
Unrestioled {defici)

TOTAL HET ASBETS {DEFICIT)

The notes to the & i are an i

gral part of dhis sigtement,

CITY OF LODI
STATEMENT OF NEY ASHETS

PROPRIETARY FUNDS
Jurie 35, 2003,

Governmenis
ArBvities-
Pusipass-bups Aotiviins Funds sl
Normaio? Fund Servips
Elaciric Wagiewaler ater Tranzi Todal Furut
T71.588 788,70 282,30 18338588 % 788114
18.355,818 148 300,268 18858 198
5530 538 628,874 2,723 088 50,800 3,838,275 140,830
4,528,208 7802 3087 #0540, 327 #28
2.080.000 1,822 384 2,310,424 #482,205
19,638 358 554 387,590
531,788 539 7RG
1,344,584 12,431 215217 1571042
2878 7,413 4,275 14,064 241,339
33,848 285 3,258,822 5,848,178 412 354 43,033,847 4,413 712
43 344 887 188,008 40,535,883
8,401,868 5,180,180 382,258 1.786827 15,433,432
24 808 745 30,506,273 47,874,293 10,880,418 83,867,726
32 TOBT14 35858453 18,258,845 12 408 345 I8,101,181
73,553 581 35,852,549 18,256,648 12,465,345 139,831,824
106,564 878 38,911,314 24,102,825 12,581,888 182885471 1,113,742
1,679,870 238871 1,664,931 442,283 3428 085
399,088 38800 21,554 9727 748,859
2.698,982 2588862
168,248 1,488,218 4,184 485
1,583,802
339,517 187 084 5815 2,295 534,711
4,528,947 180,525 4589472
143,029 143,029
7.642.869 7,842,860
1,708,779
190,793 516,040 45186 1,221,348
B1,738.354 0,064,298 14,500,000 08 302 552
\ 2,378,412 ) 2378412
88758685 10,503,588 27,528,144 3424377 129,942 8885 2,280,581
8,105,788 28,441 630 15,735,208 1% 488,345 62,751,568
B4 7Y 84,760
154,585 154,585
9,437 767 2,188,175 19,181 8271 (2,711,823 £10,260,508} {2,178 858}
17,782,907 28,807,805 {3.426.319) 9,?5}',‘%& $ 5&723 G185 & (2!5‘1 Yﬁ.ﬂﬁgs
22




SRR

OPERATING REVENUES
Charges for sandoas

CPERATING EXPENSES
Farsonhel sarvives
Supplies, materals and services
Litities
Cigims
Dapraciation and amordzation
TOTAL OPERATING EXPENMEES

DOFERATING IHUOME (LUSS)

NONOPERATING REVENUES EXPENSES)
invesimant Income
interesi expense
Renl
Other revenues
TOTAL MONOPERATING REVENUES (EXFENSER)

INCOME [LOBS) BEFORE SPECIAL ITEM, CAPITAL CONTRIBUTIONS AND THANSFENS
Spacial Bem-iligation selftement
Capitat comributions
Transfora in
Transfers oul
Pied Dperating Transfers in {oul)
Chanys in net assels

MET ASBETS {DEFIGIT) - BEGINMNG OF YEAR, as resisted

HET ABSETS (DEFICIT) - END OF YEAR

The notes to fhe financial statemends are an imegral part of this report,

FFY OF 10D
BTATEMENT OF REVENUES, EXPENEES AND
THANGES N NET ASBETS
FROPRIETARY FURNDS
Yaar sndad June 3%, 2003

Governmenis
Actihvitiey.
Business-bype Adivilies - Enlanprise Fumls . intermnal
Mohmaior Fund Hervine
Elechic Wastewaler Winiar Trangh Teotal Fund
48,872,458 8,780 375 ek ] 283,048 61,457 486 § 5814318
4,105,705 208,217 1.080.361 BG.211 T.38Y 494 347,782
7,341 842 1825041 5,524,709 4 583,544 20,355,138 4,200,020
31281 B840 452,858 581,248 105,088 32,551,832
2,149,363
B.B12 779 1,122,058 701,343 JBagnue 2,175 878
48 551 Y88 5,562 172 5,007,581 5,788,541 88 450G 340 5,850,155
340,522 1,258,207 (3,476,008 (5,005 405) 6,092 andy {B4Y G35
8,431,845 54,042 4,159 {43,088) 5,456,781 8,507
{2,835,882) {830,000) {3,874,703 {7,348 58%)
8,000 237 748 8722 252 471
B37 348 265 854 427 754 1,783,180 2,113,934 217,563
4,138,109 28,845 3,431,058 1,740,085 2478681 224010
4,453,631 1,286,852 (5,807 158; {3,355.400; 4,599,273} {823,929
22T B 2,727,314
B84,782 1,344 824 1.488,.342 2870.8% 8,565,548
38,820 49,815 498 452 877,887
11,883 371} {619,355) 1682780 1385 842 {3.558.518)
{Bu8 779 784,289 3,533,888 3,013,830 8,213,128
3480852 2050041 {3.574,168) {341,770} 1,788,858 1533,829)
14,522 555 25,555,864 {3,180 10,088,182 50,924,960 {1,552 840
17,782,907 28,607 808 (3,428,318 g,787 422 52721818 § {2, 178,868)
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DITY OF L0
STATEMENY OF CABH PLOWS
FRUOPRIETARY FUNDS
Yesr endsd June 38, 3002

Cash fiows from opersiing activities:
fRecsipts from tustomers and users
Fiecaints from erfund services peovidad
Cash paid io suppiers for goods & services
Paymoms 1 sinployoss
Bayments for inferfund services provided
bzt cash provided Ly {used ir) poersting acliviies

Cagh flows from noncaghial insncing activities:
Special lem-Higation seitlement
Transfars in
Transiars oA
Nat cagh proviged oy fused i) noncepitel financing activilies

Cash Hows from capiisl and raleted financing acivities:
Procseds from Certificates of Partivipation
Faymant io Dalping for energy purchase contract amendment
issuance costs - Cevtifoates of Participation
Acouisiion and construction of cepilat assels
Fees racaived from deveiopers
Capitad grams recelved
Principa] payments on debl
fnterest payments on deix
Het cash wsed in caplial and ralalsd fnancing sctivilies

Cash flows from invesiing aciivities:
Fent of Sy properly
Procesds from selas and medurities of imesiments
imerast on bvesiments
Hat cash provided by {used in} investing acivities

Mel inurease {decreass} in cash and oash equivalents

Gash and cash souivelents 2t beginning of year
Cash and cash eguivalents ai end of year

Cash Bows from operating actvitiey:
Operating Income {joss)
Adiusiments o reconciie operating iNcoma {1988) 16
nat cash provided by {used in) opsrating sclivities:
Depreciation and amortization
COther reyerues
Change in assals and Habilfiies:
{Increase) decrease i socounts receivabls
Diecraase in advancs recelvablas
Decraase {increasa} in resiricled deposi
{increase} decraess in interest receivables
Increase in dus from other funds
Decrease {increass} in nveniory
{acrease {increass) in other asseis
{Bacraase) increase in accounts payable and other Fablities
{Drecraese) norease in soprued interes
Increass in dus o other funds
increase in compensated absencas
increase in daferrsd revenus
increass n sali-rsurance ety
et cash provided by {used in} oparating actiliss

Moncash invast e Finangin ivities
Capitsl oontintions

Tha nates 1 the financis] siesienis 20e an integral pest of Phis statoment.

Bosarnmantat
Business-bins Aclivitias - Evdersring Funds Acthlting-
‘ Moranajor Fund intemal Barvics
Elaciric Yaniawater Water Transi Tubal Fund
42,583 838 8,712,542 3,174,200 1889241 % 54,209,758 § 8028718
RT5,71% 278738
{39 702 675 {1,658 785} [RE:<ZRELH 3,592,243 47,1455,828) B,257.820)
13,588,587 14,914,445 14,589,805 77,398 {7 D585 @77
1,338 {439 817} (853,535 532,178) {1.137,285
2473, 378 2,798,527 {513,483) {1,533 083) 108855 {334,370
2,727 Bit 2727 811
aBEen 40815 498 452 577,887
{1 83T B9 A8E) 898 TH0Y 285 B13Y 13558 518
{4,882 6714} (580 835y 2568845 T2 BAG {252 BN -
44, 588 548 3,500,000 47 588, 548
(42 ADBATE; (42,408,175}
11,438,887} {1,438 967}
{3,858 408) {1041, 1458} 1848 1873 {5,745 738)
89,132 448,738 535871
4 B33,508 1,833,508
(4,575,060 {180,000 {138,440} (4,873,440}
{2 BAE BR7Y 1839 000) (3874 Y03 {7,345 SR53
{10 573 882} (1,751,013} {1,408.581) 4532508 {11,850.978)
5,800 237,748 8723 2524714
4,561 547 4,551,847
& 431,545 £4,042 4,158 {43 085} 8,456,751 g 807
0,998,992 31,781 12,881 {43,088) 11,270,779 5,597
1651 587 769,770 158,453 {T2R,364) {297,683}
2473475 155 648 2E87.0E3 Yre g7
771588 784,770 3.32&2‘% % 1,833‘&2"&_?“ 3 781,114
320,522 4,258,207 (3,475,088) (5,095,495 % 16,992,854 {847 939
5812778 1,122,058 701,343 539,854 BATEATE
537,348 385,854 427,754 1,783,180 3,143,834 297 503
11,408,841 136,633 {2 408,233 {30,519 13,712,080 75,081
181,401 181,101
472 {300,008) {298,530
£, B8 450) 6818 2,922 14,887,048} 3,483
{300,000 4387718} {582 085) {556 5543 {1,426,367)
430,922 1,084 {24,038} {17,948
187 §1,900) 2,280 4188 755 {235,089}
{982 851 132,724 888,753 285,780 305,604
112040%7) 14,980) 3,782,185 {10,418 3,648,768
248,883 548,883
108,818 76,774 758 2,255 288,843
300,060 300,000
. " Rl
{243;3262 2’7%'5& {513,888 {1,8336831 % 108855 3 {224,370}
$84,792 1,256,682 1,018,803 1037482 8 4 196,568 $




ARBETS
Cash and Investimenis
Hecaivables:
Spacial assessments

interest
TOTAL ASSETS

LIABILITIES
Accounts payable and other fiabilities
TOTAL LIABILITIES

NET ASSBETS

CITY OF LODY
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
Juns 30, 2003

Frivate-Purpose
Trust Funds

Agency Fund

3 544624 % 386,733
40,483
1,256
544,624 408,452
408,452
408,452
5 544,824

The notes to the financial statements are an integral part of this statement. 25




CITY OF L.ODI
STATEMENT OF CHANGES IN FIDUCIARY MET ASSETS
FIDUCIARY FUNDS
Year ended June 30, 2003

Private-Purpose
Trust Funds

ADDITIONS
investment and rental income 3 8
Total additions R
DEDUCTIONS
Current
Library 64,749
Total deductions 054,749
CHANGE (N NET ASSETS {64,743)
MET ASSETS, BEGINNING OF YEAR 08,3687
MET ASSETS, END OF YEAR 5 544 624

The notes to the financial statements are an integral part of this statement. 26







{1)

CITY OF LoD
hMotes 1o Basic Financis! Sistemenis
June 30, 2003

BUMMARY OF BIGNIFICANT ACCOUNTING POLICIES

{a) THE FINANCIAL REPORTING ENTITY

The City of Lodi (City) was Incorporated on December 8, 1808, as a municipal corporation under the Genersl Laws of the Blale of California,
The Cily operates under a Council-Manager form of government and provides the following services: general government, public works, public
protection {pollce and fire), public ulilities, Hbrary, parks and recrastion.

The accounting policies of the Cily conform to generally accepled accounting principles (GAAP) as applicable to governmenis in the United
States of America. The Governmental Accounting Siandards Board (GASE) is the sccepled standard setting bady for governmental accounting

and financial reporting principles.

An elected five-member council governs the City of Lodi. As reguired by GAAP, these financial siaterments present the City and s component
units, entities for which the Cily Is considered to be financially accountable. The somponent units, although legally separate entiies, are, in
subsiance, part of the City's operations and therefore, thelr activities are blended with data of the City.

Blended Component Unils

The blended componeni units of the Cily are as follows:

The Lodi Public Improvement Gorporation {LPIC) was formed on April 26, 1988, for the purpose of rendering financial assistance to the Gity in
the issuance of the 1888 Ceriificates of Participation (refunded by the issuance of the 1991 Certificales of Parlicipation) o finance the expansion
of the City's White Slough Pollution Control Facility, the 1895 and 19986 Certificates of Participation to finance the Ceniral City Revitalization
Projects and the Performing Arts/ Conference Center, {refunded by the issuance of the 2002 Certificates of Participation) and the racent
issuance of the 1999 Cerlificates of Participation {0 finance the Electric Systems improvements (refunded by the 2002 Ceriificates of
Participation Series A). The City Councll constitutes the Board of Directors of LPIC. The funds of LPIC have been included in the Enterprise
(Electric and Wastewater) Funds and in the Capital Outlay Reserve Fund in the accompanying basic financial statements,

The Lodi Financing Corporation (LFC) was formed on October 12, 1898, for the purpose of assisting the City with the financing of the costs of its
anvironmental abatemnent program and enhancing the water supply of the City for the use, beneflt and enjoyment of the citizens served by the

City.

On June 29, 2000, the Lodi Financing Corporation was authorized to issue Varlable rate Cerlificates of Parlicipation quarterly or each January 1,
Aprit 1, July 1 and Oclober 1, beginning Oclober 2000; provided however, that the aggregate principal amount shall not exceed Sixteen Million
Doliars ($16,000,000).  Total bonds issued as of June 30, 2003, were 314,500,000, These issues were intended 1o fund the continued
commitment of the City as the lead agency in iniliating and prosecuting environmental enforcement actions o compel responsible parties o
investigate and clean up all actual or polential dangers to public health and the environment arising from or related to hazardous substance
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CITY GF LOD!
MNotes 1o Basic Financial Statements {continued)
June 30, 2003

contamination of portions of the City's groundwater and soil located within an area approximately 800 acras and encompassing the City's central
business area. The Cily Council is the Board of Directors of LFC, The funds of LFC are included in the Water Fund in the accompanying basic
financial siztements.

(b} Government-wide and fund financial statements

The government-wide financial statemenis {ie., the siatement of nat assels and the stalement of activities) report information on all of the non-
fiductary activities of the primary government and its component units. For the most part the effect of interfund activity has been removed from
these statements. Governmental activities, which normally are supporied by taxes and intergovernmental revenues, are reported separately
from business-type activities that rely, o a significant extent, on fees and charges for support.

The statement of aclivities demonsiraies the degree to which the direct expenses of a given function are offset by program revenuss. Direct
expenses arg those thal are clearly identifiable with a specific funclion or segment. Program revenues include {1) charges o customers or
applicanis who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment and (2) grants and
confributions that are restricted to meeting the operational or capital reguirerments of 2 particular function. Taxes and other llems not properly
included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded
from the government-wide financis! statements.  Maijor individual governmental funds and major individual enterprise funds are reporfed as
separate columns in the fund financia! statements.

{c} Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statemants are reported using the economic resources measurement focus and accrual basis of accounting, as
are the proprietary fund and fiduciary fund financial siatements. Revenues are recorded when eamed and expenses are recorded when a
fiability is incurred, regardiess of the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grant and similar tlems are recognized as revenue as soon as all efigibility requirements have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered o be available when they
are collectible within the current period or soon enough thereafter to pay liabllities of the current period. The Cily considers properly tax revenues
ic be available if they are collected within 60 days of the end of the current fiscal year, All other revenues are considered o be available if they
are generally collected within 120 days of the end of the curmrent fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as expenditures related to vacation, sick leave, claims and judgments,
are recordad only when paymeant s due,
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Froperly taxes, other local taxes, licenses, inlergovernmental revenues, and interest associaled with the current fiscal period are sil vonsiders
susceptibie to accrual and so have been recognized as revenuss of the current fiscal period. Al other revenues are considered o be
measurable and available when the Cily receives cash,

The CHy reporis the foliowing major governmental funds:

The General Fund is the City's primary operating fund. 1t accounts for all financial resources of the City except those required to be
acoounted for in anothear fund,

The Gapital Quilay Reserve Fund accounts for financial resources to be used for the acquisition or construction of major capital
faciliies {other than thoses financed by proprietary funds and trust funds).

The City reports the following major propristary (enterprise) funds:
The Electric Fund accounts for the provision of electric services to the residents of the Cily. Al aclivities necessary
o provide such services are accounted for in this fund, including but not limited to, source of supply, overhaead, systems maintenance,
customer service, engineering, administration, capital improvements, and maintenance and debl service.

The Wastewater Fund accounis for the provision of wastawater collection and treaiment services to the residenis of the
Cily. Al activities necessary io provide such serviges are gccountad for in this fund, incjuding, but not limited {0, administration,

operations, mainienance, improvements and debl service,
The Water Fund accounis for the provision of water fo the residents of the City as well as some customers in the
County. Al aclivities {o provide such services are accounted for in this fund, including, but not limited to administration, operations,
distribution, maintenance, capital improvements and debt service.
Additionally, the City reporis the following fund types:
The internal Service Fund accounts for the City's Claims and Benefits,

The fiduciary funds account for assels heid in trust for other agencies.

Private-purpose frust fund is used 1 account for rust agreements under which the principal and income benefit individuals,
private crganizations or other governments.
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Agency fund accounis for assets held by the City as 2 frustee or as an agent for individuals, private organizations, related
crganizations and/or other governmenial units,

Private-sactor standards of sccounting and financlal reporting issued prior to December 1, 1989, are followed in both the government-wide and
the proprietary fund financial statements to the exient that those standards do not conflict with or contradict guidance of the GASB. The City also
has the option of the foliowing subsequent privele-sector guidance for thelr business-type activities and enterprise funds, sublect to this same
limitation. The City has elected not to foliow subsequent private-sector guidance.

The effect of interfund activity has been eliminated from the government-wide financial statements. Exceptions io this rule are charges to other
City departments from the Electric, Wastewater, Water and Transit Funds. These charges have not been eliminated becauss slimination would
distort the dirsct costs and program revenues reported in the statement of activities,

Amounts reported as program revenues include (1) charges o customers or applicants who purchase, use, or directly benefit from geods,
services, or privileges provided by a given function or segment and {2) grants and contributions that are restricted to masting the operational or
capital requiremenis of a particular funclion or segment. Taxes and other iems nol properly inciuded among program revenues are raporied
instead as general revenues.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenuss and expenses generally result
from providing services in connection with the fund's principal ongoing operstions. Tha principal operating revenues of the City's enterprise and
internal service fund are charges for customer services including:  eleciric, wastewater, water and public fransportation fees. Operating
expanses for enterprise funds and internal service fund include the cost of services, adminisirative expenses, and depraciation on capital assels.
All revenues and expenses not meesting this definition are reporied as nonoperating revenues and expenses.

When both restricted and unrestriciad resources are avallable for use, it is the CHy's policy to use resiricled resources first, and then unrestricied
resources as they are needed.

{d} implemeniation of New Accounting Principles
+  Governmmental Accounting Standards Board Statement No, 34
The Ciy adopted the provisions of GASB Statement No. 34, Basic Financfal Statements ~ and Management's Discussion and
Analysis - for State and Local Governments. This statemant affects the manner in which the City records transactions and

presents financial information.  State and local governmenis have traditionally used a financial reporting model substantially
different from the ons used to prepare private-sector financial reports.
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GASE Statement No, 34 establishes new requirements and a new reporting model for the annusl financial reports of state and
iocal governments.  The stalement was developed to make annual reporis of the sate and ilocal governments sasier io
understand and more useful o the people who use governmental fnancial information 1o makse decisions.

Management’s Discussion and Analysis ~ GASE Slatement No. 34 require that financial stelements be accompanied by a
narrative introduction and analylical overview of the City's financial activities in the form of "management's discussion and
analysis’ (MD&A). This analysis is similar to the analysis provided in the annual reports of private-sector organizations.

Government-Wide Financial Statements — The reporting model inciudes financial statemenis prepared using full accrual
accounting for ail of the City's aclivities, This approach includes not just current assets and liabifities but also capits! and other
iong-term assets as well as long-term liabilities. Accrual accounting alsc reports all the revenues and costs of providing services
each year, not just those recelved o paid In the current vear or soon thereafler,

Staternent of Net Assets ~ The statement of net assets is designed io display the financial position of the primary government
{government and business-lype aclivilies). The Ciy now reports all capital assels in the government-wide siatement of net
assals and reporis depreciation expeanse- the cost of “using up” capital assels - In the statemaent of activilles, The net assats of
the Cily are broken down into three categories — 1) invested in capital assets, net of related debt; 2) restricted; and 3)

unrastrictad,

Statement of Activities - The government-wide statement of activities reporis expenses and revenues in 2 format that focuses
on the cost of each of the Ciy's funciions. The expense of individual functions is compared {o the revenus generated direcily by
funclion.

Accordingly, the City has recorded capiial and certain other long-ferm assets and liabilities in the statement of net assets, and
has reported ail revenues and the cost of providing services under the accrual basis of accounting in the statement of activities.

Governmental Accouniing Btandards Board Staterment Ne, 37

The City adoptad the provisions of GASB Statement No. 37, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments: Omnibus. This statement amends GASB No. 34 to gither 1) clarify certain
provisions or 2} modify other provisions that CASE believes may have unintended consequences in some circumsiances.
Accordingly, the City considered the effects of this statement when adopling the provisions of GASB No. 34 as previously
described.
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»  Governmenial Accounting Standards Board Siatement No, 38

The Gity adopled the provisions of GASE Statement No. 38, Cerlain Financial Statement Nole Disclosures. This statement
modifies, estabiishes, and rescinds cerain financial statement disciosure requirements.  Accordingly, certain footnote
disclosuras have been revised to conform 1o the provisions of GASE No. 38,

= Governmental Accounting Blandards Board Interpretation No. B

The City adopted the provisions of GASB Interpretation No. 8, Recogniion and Measuremeni of Certain Liabilities and
Expenditures in Governmental Fund Financial Staterments. This interpretation clarifies the appiication of standards for modified
accrual recognition of certain liabilites and expenditures in areas where differences have arisen, or could arise, in interpratation
end practice. This interpretation impacts the fund level financial statements {governmental funds only, not proprietary or
fiduciary funds) required by GASE Statement No. 34 but has no direct impact on the government-wide financial statements,
Accordingly, the City has not recognized the current portion of certain long-term iiabilities and related expendilures in the
governmental fund financial statements for amounts not considered to be due and payable as of June 30, 2003, and has
restated fund balances as of July 1, 2002 to reflect the cumulative effact of the change as of that date,

»  Governmental Accounting Standards Board Technical Bulletin No. 2003-1

The City adopied the provisions of GASB Technical Bulletin No. 2003-1, Disclosure Regquirements for Derivatives Not Reported
at Fair Value on the Stalement of Nef Assets. This Technical Bullelin supersedes Technical Bulletin 94-1 and clarifies guidance
on derivative disclosures, pending the resulis of the GASE's project on reporting and measurement of derivatives and hedging
activities. This Technical Bulletin appliss o derivatives that ara not reported st falr value on the siatement of net assets. K
provides an updated definition of derivatives; it also provides disclosure requirements for the government's objective for entering
inio the derivative and the derivative’s terms, fair value, and risk exposures. These disciosure reguiremenis are intended to
provide information fo financial statement users that will enhance their understanding of the significance of derivatives to a
government's net assats and will assist them in assessing the amounts, iming, and uncertainty of future cash flows.

{#) Cash and inpvestments

The Cily maintains a cash and investment pool that is available for all funds of the Ciy for the purpose of increasing interest earnings through
investment activities.  Investiments are genarally sialed at fair value.  Income samed or losses arising from the investment of pooled cash are
aliccated to various funds based on month-end cash balances in accordance with California code section 53847, Changes in fair vaiue of

investments are recoghized as a component of interest and investment incomae,

Proceeds from debt and other cash and investments held by fiscal agenis by agreement arg ciassified as restrictad assets,
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{fy  Hesiricted Assels

in the Enterprise (Eieciric) Fund, restiicted assels represent the proceeds of the 1898 Certificates of Participation held by the trustes for the
planned improvements of the city electric systems, [n the Capital Outlay Reserve Fund, the restricted assets represent the proceeds of the 2002
improvement bonds intended for the consiruction of the new police building. In the Water Fund, the restricted assets represent funds held by the
Altorneys in connection with the PFCE/TCE tigation.

{g} Property Taxes

San Joaguin County is responsible for assessing, collecting and distribuling property taxes in accordance with enabling legisiation. Revenus
received i based on an aliocation factor calculated by the Counly under the provisions of Proposition 13 plus a percentage of the increase in
market value in specific areas. The City's property tax i3 liened based on the assessed value listed as of the prior January 1st for all real and
personal property located in the City. Property sold after the assessment date (January 1sf) is reassessed and the amount of properly tax
assessed is prorated. The assessed value alJanuary 1, 2001, upon which the 2002 levy was based, was $3,592,352,000.

Secured properly faxes are levied on October 1 and are due in two instaliments on November 1 and February 1. The tax becomes delinguent
after December 10 and April 10, respectively. Unsscured property tax is levied on July 1, due on July 31 and becomes delinguent after August

31

Property taxes levied for the year ended June 30, 2003, are recorded as receivables, net of estimated uncollectible amounts.  Property taxes
paid o the City by the County within 60 days of the fiscal year end are considered "available” and are, therefore, recognized as revenue.

In 1993, the City made an agreement with the San Joaguin County to participate in the Teeter Plan. The Teeter plan is an alternative method of

apportioning property tax money. The cities receive 95% of the property taxes in advance from the County and the 5% remaining after
reconcifing the cities’ balances at June 30. As part of the agreement, the County keeps the penailies and interest on the delinquent taxes.

{h} Due From/Due To Other Funds and Internal Balances

During the course of operations, numerous transactions ocour hetween individual funds for goods provided or services rendered. In the fund
financial statermnents, these receivables and payablss are classified as "due from other funds” or “due to other funds.”

In the government-wide financial statements, these receivables and payables are eliminated within the governmental activities and business-type
activities columns. Recsivables and payables between the governmental activities and the businass-type activities are classified as internal

balances.
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{ly  Transfers
in the fund financial statements, inferfund transfers are recorded as ransfers in {out) except for transactions that are described below:

Charges for services are recorded as revenues of the performing fund and expenditures of the reguesting fund. Unbilied costs are
recognized as an assat of the performing fund at the end of fiscal vear.

Reimbursements for expenditures, initally made by one fund that is properly applicable to ancther fund, are recorded as expenditures in
the relmbursing fund and as other revenue in the fund that is reimbursed. Reimbursements are eliminated for purposes of government-
wide reporiing.

{i) Long-term obligations

In the government-wide financial statements and in the propristary fund type financial statements, long-term debt and other long-term obligations
arg reporied as lablities in the applicabls governmental activiies, business-type activilies, or proprigtary fund statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds. Bonds payable are reported net of
the applicable bond premium or discount Bond issuance ©osis are reported as deferred charges and amuortized over the term of the related
debt.  Gain or losses occurring from advance refunding, are deferred and amortized info expense for both governmental and business-type

activilies.
ik} Advance Recelvables

Advance receivables reporied in the HOME Program & Community Development Block Grant Special Revenue Fund represent funds the Cily
ioaned to a developer for a low-income housing project. The City will receive principal and interest from the original loan in thirty years and can
use it for sliowable projects or to make new loans.

Advance receivables reported in the Enterprise Fund (Elechic) represent the City's portion of the NCPA’s General Operating reserve that is
refundable on demand by the City. (See Note 13.)

{1} inventory
Generay fund inventories are recorded at cost and are recognized as expendilures when consumed rather than when purchassd,  For the

Proprietary fund types, inveniories are recorded at cost using the weighted average cost method, which approximates market, and expense is
recognized when inventories are consumed in operations.
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{my Deferred Charges

Daferred charges reported in the Electric Fund include costs incurred in connection with the issuance of the 2002 Certificates of Participation
Series A & B amortized over 30 years. 1t also includes the buyout cost of the Calpine energy purchase coniract amortized over 9.5 vears. The
deferred charges reported in the Waslewater Fund include costs incurred in the issuance of the 1991 Cerlificales of Parlicipation amortized over
32.8 years,

in} CapHal Asseis

Capiial assets, which include land, bulldings and Improvements, machinery and equipment, vehicles, infrastructure (e.g., strests, sireetlights,
raffic signals, sidewalks, and bridges), and slectric lines, wastewater ines and storm drains are reporied in the applicable govemmental or
business-type activities columns in the government-wide financial siatements. Capital assets are defined by the Cily as sssets with individual
cost of $3,000 or more and have an sstimated useful life in excess of two years. Such assels are recorded s historical cost.  Donated capital
assels are recorded at estimated falr market valug at the date of donation. Capital outlay is recorded as expendifures in the general, sirests,
cagital outley reserve, and other governmental funds and as assels in the government-wide financial statemenis o the axtent the City's
capitatization threshold is met.

The cost of norfmal maintenance and repairs that do not add 1o the value of the assel or matenally extend asset usef ives are not capitalized.
As required by the Governmenial Accounting Standards Board Statement No. 34, beginning July 1, 2002, the City has capitalized infrastructure,
primarily its network of sireets, as part of the capital assets shown in the governmental activiies column on the government-widse statement of
net assels, This capitalization inchuded infrastructure that could be ideniified and has been acquirad since July 1, 1980

Depreciation of capital assets is provided on the straight-ine basis over the following estimated useful lives:

Years
Buiidings and improvemenis 340
Machinery and equipment 240
Vehicles 5-15
nfrasiructure 10- 50

{c) Compensated Absences/Vacation and Sick Leave

Accumuiated vacation and vested sick leave benefits are accrued when incurred in the government-wide financial statements and the propristary
financial statements. A liabilily for these amounts is reporied in the governmental funds only if they have matursd.
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{p} Belf-insurance

The City is seif-insured for general liability, workers' compensation, dental benefits, unemployment and long-term disabliity. Various City funds
are charged premiums for the City's self-insurance liability, which is accounted for as an internal service fund. The accrued liability for estimated
seif- insured claims represents an estimate of the eventual loss on claims arising prior to year-end including claims incurred but not reported.
{g) Fund Eqully

in the fund financial statements, governmental funds report reservations of fund balances for amounts that are not available for appropriation or
are legally resiricted by oulside parties for use for a spacific purpose.  Designations of fund balance represent teniative managernent plans that
ara subject to changs.

{ri Statement of Gash Flows

A statement of cash flows is presented for proprietary fund types. For purposes of reporting cash flows, the Cily considers all highly liquid
investments with maturities of three months or less when purchased and investments maintained in the poo! io be cash equivalents.

{8} Use of Estimates

The preparation of financial statements in conformily with GAAP requires management 1o make astimates and assumptlions that sffect certain
reported amounds and disclosures.  Aclual resulls could differ from those estimaies.

Cash and investments and Restricted Cash with Fiscal Agent

The following is a detailed summary of cash and investmenis and restricted cash with fiscal agent at June 30, 2003

Pooled cash and investments,

Cash on hand % 1,755
Demand deposils 1,400,692
Certificates of deposit 1,548,008
Investments 11,848 748

Total pooled cash and investments 14,800 201

Private Sector Fund:

Shares of stocks 283,928

Total cash and invesimenis 15,184,130
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Restricted cash with fiscal agent 25,216,444
Tolal cash and investments and restricted cash with

fiscal agent 3 40,400,574
Presented in the governmani-wide slatemnent of netl assels 3 14,272,773

Presented in the statement of fduciary nat assetls: '
Private-purpose rust funds 544,624
Agency Fund 366;?33
Total cash and invesimenis 15,184,130
Restricled assals 25,215,444
Total % 40,460,574

{a; Cash

The City's demand deposits and certificates of deposit at year-end are coverad by either federal depository insurance or by coliateral heid by the
custodial bank. The collateral pool of the custodial bank is equal to 110% of the uninsured deposits.

ib) investiments

The City has adopted an investment policy pursuant to Government Code Seclion 53601 which suthorizes the Cily o invest in obligations of the
U.8. Treasury, agencies and inslrumenialitiss, commercial paner raled A-1 by Slandard & Poor's or P-1 by Moody's Commercial Paper Record,
bankers' acceptances, repurchase agreements, money market mutual funds and the Slate of California Local Agency investrnent Fund (LAIF).
The City is not authorized to enter into reverse repurchase agreements.  The City selecls i3 investments based on safely, liuidity and vield,

The value of the pool shares In the Blate of Cailifornia Local Agency investment Fund (LAIF), which maybe withdrawn is determined on an
amortized cost basis, which is different than the fair value of the City's portion in the pool. The tolal amount invested by all public agencies in
LAIF on June 30, 2003 is $55,422,506,108. LAIF is managed by the Siate Treasurer. included in LAIF's investment porifolic are certain
derivative securities or similar products in the form of struciured notes, iotaling $304,000,000, and asset backed securities totaling $585,676,000.
The Local Investment Advisory Board (LAIB) has oversight responsibility for LAIF. The LAIB consists of five members as designated by Slate
Statute. information B not avaeilable on whether the mutual funds in which the City has invested, used, held or wrote derivathve products during

the fiscal year ended June 30, 2003,
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ic} Restricted Cash with Fiscal Agent

This represents the balance of the 2002 Public improvement Ceriificates of Participation held by US Bank and procesds of the 1899 Eleclric
Utility Certificates of Participation held by Bank of New York and funds heid by the sttorneys related to the PCE/TCE Btigation.

{di Cusiodial Credit Risk

in accordance with GASE 3, deposits and investmenis are classified as fo custodial credit risk by three categories as follows:

Deposiis:

Category 1
insured or collateralized with securities held by the City or by its agent in the City's name.

Category 2
Coliateralized with securities heid by the pledging financial institution’s trust department or agent in the City's name.

Category 3
Uncoligteralized. {includes any bank balance that is coliateralized with securities held by the pledging financial
institution, or by #s trust department or agent but notin the City's name.}

Af year-and, the City's carrying amount of deposits was $2 949 700 and the bank balance was $5 065,831, Of the bank balance, $527,033 was

covered by federal depository insurance or by collateral held by the City's agent in the City's nams. The remaining balance of $4,538,708 was
collateratized with securities held by the pledging financial institution or by its trust department or agent in the City's name.

Invesiments.

Categosy 1
Insured or registered, or securiies held by the City or its agent in the City's name;

Category 2
Uninsured and unregistered, with securities held by the counterparty's trust department or agent in the City's name;

Category 3 )
Uninsured and unregistered, with securities held by the counterparty or by its trust department or agent but not in the City's name.
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investments and restricted cash with fiscal agent of the City as of June 30, 2003 are summarized below

_ Category Not Subject Carrying
1 o Categorization _ Amount
Pooted investments:
State of California
Local Agency investment Fund (LAIF) 11,948,746 11548 748
Total poolad iInvestimenis 11,848,748 11,948,748
Invastrmeants held in rust
Shares of stocks 283,928 283,929
Restricted cash with fiscal agent, primarily
Guaranteed investment Certificates (GICs) 25 716,444 25,216,444
Total investments % 283 628 37,165,190 B 37 449,118

{3) ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS

Revenues of the General Fund, Electric, Wastewater and Water funds are reported net of uncollectible amounts. Total uncoliectible amounts
related to revenues of the current period are as follows:

Uncollectibles related to iate charges and services 3 10,200
Uncollectibles relsied o eleciric sales and services 165,200
Uncollectibies related fo wastewaler services 18,300
Uncollectivles related to water sales and services 22,800
Total uncollectibles of the current fiscal vear 3 220300
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{4} INTERFUND RECENVABLES/PAYABLES

interfund receivables and payables are as follows at June 30, 2003

Racelvable Fund Payable Fund Amount
General Capital Outlay Reserve $ 228120
Capital Culiay Reserve (Other governmenial 783,21
Other governmental Other governmenta 582,331
Other governmental General 1,345 418
Electric Capitat Outlay Reserve 2,050,000
Wastewater Nonmaijor fund - Transit 1,778,307
Wastewstier Cither governmental 42 774
Water Monmajor fund - Transit B88.655
Waler Capilal Qutlay Resarve 1,398,764
Water Other governmental 23,708
3 9,102,363

*Due " and "due from” balances are recordad primarily when funds overdraw their share of pooled cash or when there are short-lerm loans
between funds. The $582,321 and the $1,345,416 represent cash deficits in the governmentsl funds. The 31,779,307 and the 3888655
represant the cash deficit in the Transit Fund. The $229,120 from the General Fund to the Capital Cutlay Reserve Fund is a loan for the start up
costs of a redevelopment agency. The $763,281 from the Capital Outiay Reserve fo the Other governmental is & loan primarily for capital strest
expansion. The 32,050,000 from the Electiic Fund o the Capifal Oullay Reserve Fund represents loan for capital improvements. The
$1,396,764 in the Water Fund is primarily the loan incurred for the construction of Fire Station #4.
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TRAMSFERS
Transfers for the vear ended June 30, 2002, are summarized as follows:

Transfers in

Capital Outlay Other

Transters oul; Gengral Fessarve Goverpmerntal Sewer Water Transit Total
Senaral % 1,601,880 215,079 62,357 § 1,880,318
Capltal outlay reserve 1,718,785 2,601,332 4,318,097
Other governmental 1,565,777 28,589 435,085 2,029,471
Eleclric 1,788,836 4,300 10,600 38,820 40,815 1,883 571
Wastewalsr 818,355 518,385
Vater 689 780 898,780
Transi 3556 812 355,812
Tota 5 B,747.328 1,608,180 @ 2835010 38 820 40,615 488452 % 11,788,702 f

During the vear, various interfund transfers were made to finance expenditures, subsidize operaling losses and service debt. The $1,880,318
General Fund fransfers out includes transfers of $1,500,000 to the Capital Qutiay Reserve Fund for the construction of the new police building
and $101.880 for capital improvermnents.  The transfer of $215.079 to Other governmental funds includes transfer of $150,000 to the Library
Fund for the integrated computer systemns connection with the County and $18,000 capital impravements to the Library Community Room.

The $4,318,097 Capital Outlay Reserve transfers out includes transfers of $1,460,147 to the General Fund from impact fees for adminisiration
costs from the inception of the impact fee program, $123,312 for the lease of the new fire truck, $127,200 for professional services: transfer of
51,850,040 to the Debt Service Fund for the principal, interest and fiscal charges required to service the 2002 Certificates of Participation;
wansfer of $150,000 to Lodi Lake Fund and 3500 000 to the Vehicle and Eguipment Fund.

The $1.588777 transfers out from Other govermnmenial io the General Fund represents the transfer of Gas iax revenues to fund the Public
Works Street Maintenance Division. The $436,005 transfer to the Transit Fund is primarily the transfer from Transportation Development Act

funds to support fransit needs.

The $1,883,571 ransfer out from the Electric Fund is primarily to reimburse the General Fund for adminisirative cost of services. Transfers of
$618,355 from Wastewater, the $688,780 from Water and the $355,812 from Transit represent primarily the cost of servicss reimbursement (o

the Genera! Fund.
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CAPITAL ABBETS

Governmental activities

Capitat gssets, not baing depreciated;
Lang
Work of art
Construction in progress

Total capital assets, not being depreciated

Capital assels, being depreciated:
Buildings and improvemenis
Machinery and equipmeant
Yehicles
Infrastructure

Tolal capital assets, being depraciated

Less accumuiated depreciation for
Buildings and improvements
Machinery and equipment
Vehicles
infrasiructure
Total accumuiated depreciation
Total canital asssals, being depreciated, net
Governmental activiies capital assets, nat

June 30, 2003

Capital assels actiily of the primary government for the vesr-ended June 30, 2003, was as follows:

Balance Balance

Juns 30, 2002 Increases Dacreases June 30, 2003

$ 22,425 347 1,374,385 5 23,799,732
82,024 82,024

17,412,056 9 808,704 {14,818,881) 12,401,099

39,837 403 11,245.113 {14,818 861 36,762,868

37,777 404 3,224,825 41,002,027

8,348 561 548 440 {383,500 7,112,401

5,875,156 735,632 7,708,788

62,159,674 12,631,780 74,791,443

113,858,795 17,139,484 {383,600 130,614,659

12,084,087 1,047,404 13,131,491

4,480,007 508,512 50095819

4558717 1,032,388 5,568,105

22,086,085 3,627,222 28,723,308

43,225 897 6,315,826 48,542 523
750,532,587 10,822,830 {385 500 81,072,136

3 110,470,301 22,087,951 (15,203,250 % 117,534,891
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CITY OF LODI

Notes o Basic Financial Statements (continued)

Cusiness-iype activities

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capial assels, being depreciated:
Buiidings and improvemenis
Machinery and seguipment
Vehicles

Total capital assetls, being depreciated

Less accumnulated depreciation for
Buildings and improvements
Machinery and equipment
Vehiclas
Total accumulated depreciation
Total capital assets, being depreciated, nat
Business-lype activities capital assets, net

June 30, 2003

Batance Balance
June 30, 2002 Increases Decreases June 30, 2003
3 5,308,754 $ 5,308,754
9,530,172 3,827,360 (3,330,854 10,126,578
14,838 D26 3,927,360 {3,330 854) 15,433 432
32,418,789 353,664 32,473,453
72,798 384 8,150,839 BL888,023
5 804 026 801,498 £605.824
110,722,189 5,345 801 125,088,000
8,114,833 807 918 £,822,74%
23,833,405 1,900,895 25 734,300
3,238,991 504,231 3,743,222
3,187,228 3.213.042 36,400,271
77,534,970 §,132,759 83,667,729
$ 92,974 806 10,060,119 {3,330,854) § 99,101,181

Depreciation expense was charged to function/programs of the primary government as foliows:

Covernmenial activiies:

General governmment $ 725,767
£ublic protection 1,188,747
Public works 3,784,068
Library 10,537
Parks and recreation 807,507

Total depreciation expense - governmental activities i 8316628
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Notes to Basic Financial Staternents (continued)
June 30, 2003

Business-lvpe activiliss:

Elscirio $ 872 B89
Wastewater 1,085,312
Water T01,343
Transit 530 688
Total depreciation expense - business-lype activities 3 3213042 B

{7} Ciperating Leases

The City is obiigated under various operating leases for the use of buildings and office space. Total costs for such leases were $06,679 for the
year ended June 30, 2003

Future minimum lease payments required by lease agresments that have initial or remaining noncancellable lease terms of one year or more as
of June 30, 2003, sre as follows:

Fiscal Years Ending

2004 5 20,600
2008 20,000
2008 20,000
Total minimurn lease payments required
under operating leases $ 60,000

(% Long-Term Obligations

The foliowing is a summary of debt ransactions of the City for the vear ended June 30, 2003

Amounts
Due Within
interest Rates Sune 30, 2002 Additions Reductions June 30, 2003 One Year
Zovernmental activities:
Compensated absances 3 8,223,459 1,914,385 (1,410,438 § 6,723,388 % 1,910,385
2002 Ceriificates of Pasticipation 2.0-5.0% 26,745,000 {730,008} 26,015,000 485,000

Mote pgyabis 5.0% 245 000 245,000
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Losn payable
Capitsl leases
Beif-insurance labifty

Sovarnmentst activity longdarm ablitiss

Business-fype activities:
Compensaled absences

California Safe Drinking Waler Note Paysbie

Certificates of Parlicipation:

1991 Cerificates of Participation

Less deferred amouns:

For izsusncs discounts

Mat

CITY OF LODI

Notes to Basic Financial Statements (continued)

4.0%
5.3-5.39%

349%

4.5-8 8%

2000 Ernvironmental Abatement Cedificales of Paticipation ~variable

2002 Certificates of Participation A & B

Less deferred amounis:
From refunding
Met

2002 Cerilficates of Faricipeton C& D

A deferred amounts:

For issuance premium
Total
Totel Cerlificates of Participation

Business-{ype activity long-terrn Habifities

Variabla

1.54-525%

June 30, 2003

621,600 [78,700) 542,900 81,848

859,785 {201,264 658,504 187,189

2,733,000 2,141,383 1,583 8025 3,250,581 1,583,802

$ 37,427 824 4,051,748 (4,004,198, $ 37475374 § 4,248 204
$ 1,466 417 534,711 (248068 1756060 % 534,749
2 B5% 881 (138,440) 7,531,441 143 028
9,725.000 (180,000) 9,585,000 175,000
(354,652) 14,475 {340,177 (14 ,475)
9,370,348 (145 528) 9,224,823 160,525

11,500,000 3,000,600 14,500,000

54,080,500 (3,500,000 50,460,000 2,800,000
(8,627,296 286 687 (7,740 609) (265,689
46,032,704 (3,313,313 42,719,391 2,313,311
43,955,000 {875,000} 42,990,060 2,150,000

523,548 (65.638) 557,910 55,626

44 548 548 (1,040,638 43,547,910 2,215,636

£8,903.0672 47,588,548 (4,489,478) 106,862 124 4,889,472

% 74,032,350 48,123,250 {4,885,984) $ 114769625 & 5,367,212
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CITY OF LoD
Maotes to Basic Financia! Stalemenis {continuad)
June 30, 2003

internal service funds predominantly serve the governmenial funds. Accordingly, long-term lablliies for them are included as part of the above
totsls for governmenial activilies. Al vear-end § 3,280,581 of internal service funds sell-insurance liability was includad in the above amounts,
Also, for the governmental aclivities, compensated absances are gensrally lquidated by the gensral fund.

Long-term debi payable al June 20, 2003, comprised the following individual issuss

Calitornia Safe Drinking Water Note Payabls

The City entered into @ contract on Gctober 16, 1981, with the State of California Depariment of Watsr Resources o assist the City in financing
the construction of water wells enabling the City to mest safe drinking waler standards established by the Btate. The original amount of the nole
was $3,128,827.51 and is secured by the project and a pledge of user fess collected by the Water Enterprise Fund. Semiannus! paymenis of
%114.008, are pavabie each October 1 and April 1 through 2018

Annual debt service requiremenis 1o maturity of water note pavable are as follows:

Fiscal
Year
Ending _ Business-iype Activilies
June 30, Principai interest
2004 % 143,020 3 84,8948
2005 148 287 78,680
2008 153,220 74,758
2007 158,488 80,488
2008 163,810 84,166
2008-2013 808,353 231,833
2014-2017 848 254 £8,277
Total $ 2521441 3 §70,860

Note Pavable

The City issued $245,000 promissory note to James E. Dzan and Carol Dean, as trustees of the James E. Dean Family Trusl, for the purchase
of 307 W. Elm Street property, which is the site of the new Public Safety Building. Interest is payable quarterly and principal is due on April 1,
2007,
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CITY OF LODI
hotes to Basic Pinanelel Statements (confinusd)
June 30, 2003

Annual debt service requirements to-maturity of note pavable are s follows:

Figcal Year

Ending Governmenial Activities

Jung 30, Principal Irderest
2004 $ $ 12,250
2005 12,250
2008 12,280
2007 245,000 ' 9,188
Total $ 245,000 $ 45938

Loan Payable

The City entered into an agreement and issued a promissery note to San Joaguin County Council of Gavernments, a joint powers. agency acting
as the San Joaguin County Transportation Authority, in the amount of $840,000 on February 5, 1989 for the purpose of funding. the Kettlieman
Lane/SR 99 interchange project. The batance remaining as of June 30, 2003, is $542,800. Interest and principal is due and payable annually
and matures on July 1, 2008,

Annual debit service regquirerents to maturity of loan pavable are as Tollows:

Fiscal

Year

Ending Governmental Activilles

_June 30, Principal Interest

2064 3 81,848 $ #1718
20608 85,122 18,442
2608 88,527 15,087
2007 92,068 14,468
2008 85,751 7.813
2608 94 B84 3,683
Total 542900 b 78487

Cartificatas of Participation

$44,470,000 Ceartificates of Participation (1881 Waslewater Traabment Plant Expansion Refunding Project) were sold In Decamber 1881 for the
repayment of the 1988 Wastewster Treatment Plant Expansion Project at a lower interest rafe with approximately $1,400,000 of additional
procesds. Principal is payable annually on August 1 i amounts from $100,000 to-$760,.000 with finsl payient due August 1, 2028




CITY OF LoD
Notes 1o Basic Financlal Statements (continuad)
June 30, 2003

$26,745,000 Certificates of Parlicipation (2002 COP) were issued in January 2002 to provide funds fo finance the costs of constructing,
furnishing and equipping a new police building and jail for the City; to finance portions of certain other projects and to refund the cutstanding
1998 and 1996 Certificates of Participation. The 1995 Certificates of Participation (1995 COP) were sold in October 1995 to finance the City
Downtown Revitalization and the Cherokee Lane Beautification projects. The 1998 Ceriificates of Participation (1386 COP) were sold in August
1896 to finance the construction of the Hutchins Street Square Conference and Performing Arts Center. Principal is payable annually on October
1 i amounts from $730,000 fo $1,500,000 with final payment due October 1, 2031,

$46,760,000 2002 Variable Rate Demand Serles A and $8,400,000 2002 Taxable Series B Electric System Revenue Certificates of Participation
were sold in January 2002, The proceeds of the 2002A Certificates of Participation were used fo advance refund the 1999 Eleciric System
Cerlificates of Participation Series A and the 1999 Series B Capital Appreciation certificates. The 1692 Searies A and Series B Revenue
Certificates of Participation wers sold on August 18, 1999, to provide funds to finance the costs of certain improvements to the distribution and
trangmission facilities of the City's Electric System. As of June 30, 2003, the culstanding balance of the advanced refunded cerfificates is
$43,857.682. The proceeds of the 20028 Cerlificates were deposited in the Rate Stabfiization Fund and applied to certain power purchase costs
of the Gy, Principal for Series A 1s pavable annually beginning 2011 to 2032 in amounds ranging from $1,175000t0 3 3,480,000, Seiies Bis
payable annuaily beginning 2002 to 2006 In amounts ranging from §1,100,000 to $3,600,000.

The interest rate on the 20024 Certificates is determined based on the "Weekly Rate Index” for weelly interest rate periods.  “Weekly Rate
Index " is defined as The Bond Markel Assoclation Municipal index as of the most recent date for which such index is published.

$14,5066,000 Variable rate Certificates of Participation were issued for the Environmental Abatement Prograrm of which $3.0 million were issued
during the 2003 fiscal vear. Interest on the Certificates accrue at a variable rate determined by a per annum interest rate egual to the three-
month LIBOR RATE {London InterBank Offered Rate) plus 20 percentage points, but in no event shall the variable rate excesd 30 percent per
annpm. There is no set repayment schedule for both principal and interest for this issue; therefore this issue has not been included In the dabt
service schedule on page 53

$24,225 060 Revenue Cerlificalss of Parlicipation 2002 Series C and $22,740,000 Revenue Cerlificates of Participation Series D were issued to
buy out the energy purchase ggreement with Calpine.

In February 2001, the City entered into an energy purchase agreement {the Original Agreement) with Calpine Energy Services LP. (Calpine) fo
purchase 25 MW of energy at $65/mwh for a ten-year period beginning January 1, 2002, Since the execution of the Original Agreement, actions
of the State in connection with the energy market conditions, including the initiation of conservation programs, and other factors, have resulted in
lower electric load requirements and reduced energy costs throughout the Stale. As a result, the City's need for the energy purchased under the
Origingt Agresment to sérve #s load has been réduced. The Original Agreement was amendad on Seplember 4, 2002, and was divided inlo
three parts.  The Cily sold its interests in the energy purchased under the Original Agreement to Calpine and nets the payments due from the
City with respect to its purchase of such energy sgainst the payments due from Calping with respect to its purchase of the City's rights to such
grigrgy.  On November 21, 2002, the City issued $21,225,000 Revenue Certificates of Participation 2002 Series © and $22 740,000 Revenue
Certificates of Participation 2002 Taxable Serisg D to buy out the amended contract in the amount of $42 406,175,
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CITY OF LODI
Notes to Basie Financial Stelements {continuad)
June 30, 2003

The various indentures contain significant fimitations and restrictions on annual débt service requirements, maintenance of and flow of moneys
through various restricted accounis and minimurn revenue bond coverage. The City is in compliance with all such significant limitations and
restrictions.

Interest Rate Swaps
1989 $42 Million Forward Basis Bwap

Objective:

As 2 means to lower {5 borrowing costs, the Cily execuled a forward floating-to-floating ("Basis") swap In connection with #ts existing
$42,000,000 Eleclric System Ceriificates of Participation, 1999 Serles A and B. The intention of the swap was to provide protection against rising
shortterm intersest rates since the City's net payment increases as rales rise.

Terms:

Under the swap, the City pays Salomon Smith Barney a variable payment computed as The Bond Market Association Municipal Swap ndex ™
(BMA) and received a variable payment compuied as 74.25% of the London Interbank Offered Rate (LIBOR). The swap has a notional amount
of $42 million and the associated fixed rate bonds had a $42 million principal amount at the fime the swap was executed. The swap begins on
July 1B, 2003 and matures on September 28, 2014, Since the swap does not begin unill July 15, there were no spplicable rates as of June 30,
2003

Falr Value:

As of June 30, 2003, the swap had a fair value of ($1,141,400). The fair valus was estimated using the zero-coupon method. This method
caloutates the fulure payments required by the swap; assuming that the current forward rates by the vield curve correctly anticipate future spot
rates. These payments are then discounted using the spot rates implied by the current yield curve for hypothetical zero-coupon rate bonds due
on e date of each future net setflement on the swaps.

Credit Risk:
As of June 30, 2003, the City was not exposed to credit risk because the swap had a negative fair value. However, should interest rates change

and the fair value of the swap become positive, the City would be exposed to credit risk in the amount of the swap's fair value. The counlerparty
was rated Aat by Moody's investors Service, AA- by Standard & Poor's, and Ad+ by Filch Ralings. To mitigate the poleniial for credit risk, the
countsrpatty is required to post collateral should the fair value exceed certain thresholds. In the event of a downgrade of the counterparty below
ALA by Standard & Poor's, the threshold amount is $10 million.

Basls Risk:

As noted above, the swap exposes the City to basis risk should the relationship between LIBOR and BMA converge. If a change occurs that
resiite in the rates’ moving 1o convergence, the expectad cost savings of the swap may not be realized.
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June 30, 2003

Termination Risk:

The swap contract uses the International Swap Dealers Association Master Agreement, which includss standard termination events, such as
faifiure to pay and bankruptoy. The Schedule fo the Master Agreement includes an “additional termination event” That is, the swap hay be
terminated by the Cily if the counterpanty’s credit rating falis below BBB- as delermined by Fitch or BBB- as determined by Standard & Poor's,
Also, if at the time of an eariy termination of the swap, if the swap has a negative fair value, the City would be liable to the counterpatty for 5
paymarnt egusl to the swap's falr valve.

2802 $46.8 Willion Step-Up Coupon Swap

Objective:

in connection with its issuance of $46,760,000 of Electric System Revenue Cerlificates of Participation 2002 Variable Rate Demand Series A, the
City entered into 2 swap transaction with Salomon Smith Barney in January 2002. The intention of the swap was to change the City's variabie
interest rate on the bonds to a synthelic fixed rate that steps up over time. The swap was structured with step-up coupons in order 10 provide the
City with lower debt service in the earlier years of the fransaction.

Tarms:

Under the swap, the Cily pays Saiomon Smith Bamey a fixed rate with an initial coupon of 2.503%. Beginning July 1, 2005 the swap coupon
steps up to 3.745% and fhen o 4.845% on July 1, 2010 untll maturily. In exchange, the City receives an inttial variable rate egust lo 59.85% of
the 1-month London inferbank Offered Rate (L BE}R} Beginning January 1, 2004 the percent of LIBOR received by the City steps up to 60.56%
and then to 62.92% of LIBOR on January 1, 2008 until maturilty. The 4,945% coupon in the final perfod reflscts the above-market ficed rate
requivad o offset the first two peticds’ baiow—markaﬁ fixed rates of 2.503% and 3.748% respectively. The sffective at-market fixed rate for the
entire swap term equals 3.85% or approximately 61.71% of LIBOR. The notional amount of the swap matches the notional amouﬂt of the bonds
outstanding in each year. The bonds' variable-rate coupons are based on The Bond Market Association Municipal Swap index ' (BMA). The
bonds and refated swap mature on July 1, 2832, As of June 30, 2003, rales wers as follows;

Terms Eates
Interast rate swap:
Fixed payment to counterparty Fivad 2.503%
Varigble payment from counterparty 59.65% of LIBOR {G.7687%;
et irderest rate swap paymehis 1.716%
Variable rate bond paymends _ BljA . 0.850%
Synthetic interest rate on bonds 2.5686%
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Falr Value:

As of June 30, 2003, the swap had a fair value of ($8,064,000). The negalive fair value of the swap is & rasult of the decline In interest rates
since the inception date of the swap. The fair value was estimated using the zero-coupon method. This msthod calculates the fulure payments
raquired by the swap; assurning that the current forward rates by the vield curve correctly anficipate future spot rafes. These payments are than
discounted using the spot rates implied by the current vield curve for hypothetical zero-coupon rate bonds due on the date of sach fulure net
settlement on the swaps.

Credit Risk:

As of June 30, 2003, the City was not exposed to credit risk because the swap had a negative fair value. However, should interest rates change
arud the fair value of the swap become positive, the Clty would be exposed {o credit risk in the amount of the swap’s fair value. The counterparty
was rated Aa1 by Moody's Investors Service, AA- by Standard & Poor's, and AA+ by Fitch Ratings. To mitigate the potential for credit rigk, the
counderparty is required to post collateral should the fair value exceed certain thresnolds. In the avent of a downgrade of the counterparty below
AAL by Standard & Poor's, the threshold amount is $10 million,

Basis Risk:
As noted above, the swap exposes the City to basis risk should the relationship between LIBOR and BMA convergs, changing the synthetic rate
on the bonds. If a change occurs that results in the rates’ moving to convergence, the expected cost savings of the swap may not be realized.

Termination Risk:

The swap contract uses the International Swap Dealers Association Master Agreement, which includes standard termination evenis, such as
failure to pay and bankruptoy. The Schedule fo the Master Agreement includes an "additional termination event” That is, the swap may be
tarminated by the City if the counterparty’s credit rating falls below Baal as determined by Moody's Investor Service or BBB- as determined by
Standard & Poor's. if the swap were terminated, the bonds would no ionger carry a synthetic fixed inferest rate.  Also, I at the time of an early
termination of the swap, if the swap has a negative fair value, the City would be liable to the counterparty for a payment equal to the swap's fair

valye,
2603 $42 Wililon Fixed-to-Floaling Swap

Oulective:

On April 16, 2003 the City executed two transactions with Citibank, which comprised 1) the termination of an existing $42 mitlion fixed-to-floating
swap maturing 2014 and 2) the execution of a new $42 million fixed-to-floating swap maturing 2009, The City initially enfered info & swap iy
Saptember 1899 In order to convert #s fixed-rate Certificates, into synthetic variable-rate debt. The fixed-receiver rate on the swap was 5.11%.
Since interest rates had declined substantially since the City entersd nto the swap, the City recsived & nal payment from Cliibank to terminste
the swap in the amount of $4,743,000. The City executed a new $42 milion fixed-to-floating swap to manage interest rate volatifity iy its Hability
portolio.
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Terms:
Under the swap, the City receives a fixed rate of 4.00% and pays The Bond Market Association Municipal Swap Index ™ (BMA) +100 bps. The
swap hag a notional amount of $42 million and matures on January 15, 2009. As of June 30, 2003, rates wers as follows:

Terms Hates
Interest rade swap:
YVariable payment to counterparty BMA + 100 bps 2.14%
Fixed payment from counterparty _ Fived {4.00%)
Net interest rate swap payments {1.86%)

Fair Value:

As of June 30, 2003, the swap had a falr value of $1,232,500. The fair value was estimated using the zero-coupon method. This method
celculates the future payments required by the swap, assuming that the current forward rates by the vield curve correctly anticipsts future spot
rates, These payments are then discounted using the spot rates implied by the current vield curve for hypothetica! zero-coupon rate bonds dus
on the date of each future net setflement on the swaps.

Credit Hisk:

Since the swap had a positive fair market value, the City is exposed fo credit risk in the amount of the swap's fair value. The counterparty was
rated Aat by Moody's Investors Service, AA- by Standard & Poor's, and A&+ by Filch Ratings. To mitigate the potential for credit risk, the
courterparty is required to post collateral should the fair value excead cerlain thresholds. In the event of 2 downgrade of the counterparty below
AAA by Standard & Poor's, the threshold amount is $10 mitlion.

Basis Risk:
The swap doss not exposs the Clly o basis risk since the swap is not based on the LIBOR index. i 3 change occurs that resulls i BMA
increasing, the expecied savings of the swap may not be reglized.

Terrdnation Risk:

The swap confract uses the International Swap Dealers Association Master Agreement, which inciudes standard termination events, such as
faliure to pay and bankrupicy. The Schedule to the Master Agreement includes an “additional termination event.” That iz, the swap may be
terrinated by the City if the countarparty’s credit rating falls below BBB- as determined by Filch or BBE- as determined by Stendard & Poor's. If
the swap were terminated, the bonds would no longer carry a synthetic fixed inlerast rate. Also, If at the time of an satly termination of the swap,
if the swap has 2 negative falr value, the Clly would be lable (o the counterparly for 2 payment equal 1o the swap's fair value,

Swap paymants and associated debt.
éésmg refes as of dune 3& 2993 debt serv ice requamm&nzs E?f ihe vas’aa%:;ée»rate éabﬁ and neé swa;} paymems assummg wrrent mteresf rates
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2002 Etectric Certificates of Participation Series A

53

Figoal Year Varisble-Raie Bonds irterest Rale
Ending June 30 Principal inferast Swaps, Nt Total
20 $ 397,460 772843 8 1,470,403
2005 397 460 T8 043 1,170,403
2008 387 460 772,943 1,176,403
2007 3437 460 1,355,572 1,753,032
2008 367,460 1,355,572 1,753,002
2008-2012 2,415,000 1,867,049 7,788,797 12,180,846
2014-2018 7,245,000 1,738,853 8,388,030 17,349,883
2018-2023 §,360,000 1,386,182 6,578,125 17,424,307
2024-2028 12,095,000 932,302 4,491 480 17,518,801
2029-2032 15,845,000 348,142 1,667,687 17,858,729
3 46,760,000 8,365,028 34034011 % 89,148 030
Arnnual debt service requirements io maturily for cerdificates of participation are as foliows:
Fiscal
Year Ending Governmenial Activities Business-typs Activities
__dune 30, Principal Interest Principal Irnterest
2004 485 000% 1,188,447 3 4,928 000 3 3,845,538
2005 500,000 1,471,672 3,480,000 3,794,768
2008 520,000 1,156,372 2,545,000 3472473
2007 535,000 1,140,547 2,515,000 3870564
2008 555.000 1,123,542 5,465,000 3,886,329
2009-2013 3,080 800 5295104 22,370,000 17,905,158
2014-2018 3,740,000 4 568,058 18,270,000 12,953,804
2019-2023 4 700,000 3,573,113 11,848 000 8,357 407
2024-2028 5,880,000 2,264,500 14,855 000 5,718,256
2026-2032 5.950.000 513.250 15,645,000 2013728
Total 26015000 % 22,084,705 $ 103,015,000 $ 66,930, 144
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Capital Leases

The City has enterad into lease agresments for financing the acquisition of two fire trucks. These lease agreements qualify as capital leases for
accounting purposes and, therefore, have been racorded af the present value of their future minimur lease payments as of inception date.

The assets acquired through capitel leases are as follows:

Govermmental
Activities
Asset:
Vehicles 31,424,088
Less accumulated depreciation {581,408
Total $ 842878

The present values of future minimum capital lease payments as of June 30, 2003, are as foliows:

Fiscal Years
Ending

2004

2008

2008

2007

2008
Totsl minimum lease paymenis
Lass amounts reprasenting inferest
Pregant value of minimum caplial lease payments

Special Assessment District Debt

$ 217514
131,345
131,345
131,345

131,345
742894

(B4 300)

b 853504

The City has issued fimited obligation improvement bonds on July 22, 1998, for the "Lodi Central Cly Revitalization Assessment Districl” These
honds have no governmental commitment and daebt service is recorded in an Agency Fund, Thess bonds were issued under the impiovement
Act of 1915 and will mature in the vear 2011, The Clty's liability in the event of delinquent assessrnent shall not excesd the balance of the

ostabliched Raserve Fund, The amount sutstanding a5 of Jure 30, 2008, is $4,260,000.
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industrial Development Bonds

The City of Ladi has lent its name to the City of Lodi industrial Development Authority for the purpose of issuing the following industrial
development bonds: Minton Corporation $5,000,000; Dart Corporation $8,000,000; Wallace Computer Services $3,000,000; and LustsrCal
Namepiate Corporation $3,000,000. These bonds are special obligation bonds only, payable solely out of #ie bond reveniues or offier shurces of
the above compantes and are not a pledge of the general credit of the City. The City is not obligated for the redemgption or administration of
these industrial development bonds.

{9} Mature and Purposs of Reported Fund Equity

The fellowing is a summary of reserved, unreserved-designated and unreserved-undesignated fund balances at June 30, 2003

Capital Other
Genoral Cutlay Reserve Covernmental Total
Reserved for;
Library % 472 B75 $ 472 675
Encumbrances 336,840 5224 918 1 180,282 8,742 041
irventory 117,541 117,541
Total Reserved Q2T 0658 5,224 918 1,180,282 7,332,257
Urweserved-deslgnaied for.
Specific projecis and programs g,848.838 3028022 2.976.858
Totat Designated 6,248 838 3,028,022 8.U76.868
Unreserved - undesignated 639,652 gaga82
Total Fund balances & 1,566 708 12,173,765 4208304 § 17948767

Reserved Fund Balance andior Retalned Earnings
Reserved represends that pottion that is legally segregeted for specific purposes and is not available for discretionary appropriation.

Unreserved-Designated Fund Balancs
Deslgnated represents that portion for which the City has made tentative plans.
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Unreserved-Undesionated Fund Balance
Undesignated reprasents that portion which is avaliable for budgeting in future periods.

Befined Benefil Pension Plen
fa} Plan Description

The City of Lodi contributes to the California Public Employees’ Retirement System (PERS); an agent multipfe-employer public employee defined
senefit pension plan. PERS provides refirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members
and beneficiaries. PERE acis a common investment and adminisirative agent for participating public entiies within the State of California.
Benefit provisions and all other reguirements are established by state stalute and city ordinance. Copies of PERS' annual financial report may
be obtained from thelr Executive Office- 400 P Street, Sacramenio, CA 95814,

{b} Funding poiloy

Participants are required fo coniribute 7% (8% for safety employeas) of their annuat covered salary. The CHy makes the contributions reguired
of City amployess on their behalf and for their account. The Cily Is required to condribute at an actuarially determined rate; the current rale is
0.0% for miscellaneous emplovess, 0.0% for fire employess and 11.371% for police employees, of annual covered payroll.  The contribution
requirements of plan members and the Clly are established and may be amended by PERS.

{c} Annual Pension Sost

For fiscal 2003, the City's annual pension cost of $542 458 for PERS was equal to the City's required and actual contributions. The required
confribution was determined as part of the June 30, 2000, actuarial valuation using the entry age normal actuarial cost method.  The actuarial
assumptions included (a) 8.25% investment rate of return (net of adminisirative expenses) (b) projecied annual salary increases that vary by
sge, length of service, and type of employment {¢) 3.75% payroll growth, and (d} 3.50% inflation. The actuarial value of PERS assels was
determined using technigues that smooth the effects of shortderm volatility in the market value of investments over a three-year period
(smoothed market value). PERS unfunded actuarial lability is being amortized as a level percentage of projected payroll an a closed basis.
Amaortization of remaining period varies: (a) safety police plan over 20 years (b} safety fire plan over 20 years, and (¢} miscellaneous plan over 17
vears 85 of the valuation date.
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d} Tread information

Three-Year Trend information (3 Amounts in Thousands):

Annuat Fercertage Mat
Fiscal Yaar Pension of APC Pension
Ended Cost (APC) Contributad Oldigation
SI30401 543 100% 50
830102 569 100% 0
f30003 543 100% %0

Pogt-Retirement Health Care Benefits

The Cily provides no post-emplioyment benefits for s employees. However, emplovees hired prior to July 1, 1884, who refire affer ten years of
service, may elect to convert accumulated sick leave fime to establish an individual medical insurance account. Depending on the bargaining
unit of the employee, the value of the insurance account shall be determined by the following options:

a) Option - “Bank”

The number of accumulated hours shall be reduced by 16-2/3% and the remaining balance converted info days. The days are then multiplied by
the current monthly premilm being pald for the employee and, if applicable, his/her dependents. Fifty percent of that amount will be placed into
an account fo be used by the Cily to pay medical insurance premiums for the employee and, if applicable, his/her dependents. For each year of
employment over ten vears, Z2.5% will be added to the 50% used in determining the account amount. Total premiums shall be paid from the
account untit its depletion, af which time the benefit ceases.

b} Option i - “Conversion”
The number of accumulated hours is mulliplied by 530% and converted into days. The City pays one month's premium for employes and
dependents for each day. For each year of employment in excess of ten years, 2.5% is added to the 50%. The employee must pay any increase

iy premiums.

¢} Option Hi - “Cash-Out”
A retiing employee will be able to choose a cash pay-off of accurmulated sick leave at the rate of 30% of base pay per hour.

d} Option IV - “Service Credit”
A retiring employee will be able o convert unused sick leave to service credit for CALPERS refirement purposes,
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Claims and Benefils

The Cily is exposed fo various risks of loss related to torts; theft of, damage to and destruction of assets; errors and ornissions; mjurses i8]
employees: and natural disasters. The City is self-insured as discussed in the following paragraphs for which labilities are recorded In the
ternal Service Fund.

The Chy is self-insured for general hability up to the first $500,000 per occurrence with claims from $500,000 to $15,000,000 per occcurrence and
in the aggregate insured through the California Joint Powers Risk Management Authority. (See note 14}

The City is seif-insured for workers’ compensation up to the first $250,000 per claim. Any claims of $250,000 up to California statufory limits are
coverad under a purchased policy through the membership with the Local Agency Workers' Compensation Excess Joint Powers Authority. (See

riote 14).
The City is fully selfinsured for dental, unemployment and long-term disabllity for iis employees.

General liability and workers’ compensation claims are administered by an oulside agency and ail other claims are administered by the Gity. The
City has accrued a Hability of $3,290,581 at June 30, 2003, for all self-insurad claims in the Intermal Service Fund that includes an amount for
incurred but not reported claims. The liability amount is based on the requirements of Governmental Accounting Standards Board Statement No.
10, which reguires that a fability for claims be reported if information prior to the issuance of the financial statemenis indicates that it is probabie
that o labilily has been incurred at the date of the financial ststements and the emount of the loss can ba reasonably estimated. In the opinion of
the City, the amounis accrued are adequate to cover claims incurred but not reported in addition to known claims.

Changes in the self-insurance liability for fiscal years ended June 30, 2003 and 2002 are as follows:

Current-Yesar

Claims and Changes Claim
Beginning in Eslirnates Payments Encling
EY 102§ 35768829 788211 (1,811,840 & 2,733,000
FY 02-03 & 2733000 2141383 {1,583 802 $ 3,200,581
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Participation in Joint Ventures
Morthern California Power Agency

The Clty, elong with fourteen other public agencies, is a member of the Northern California Power Agency (NCPA) that was formed in 1858 as 5
joint powers agency. Hs membership consists of eleven cities with publicly owned electric utllity distribution systems, one irrigation district, one
public utility district, one port authority and seven other associate member entiies. NCPA is generally empowered to purchase, generate,
tranemit, distribute and sell slectrical energy. Members participate in the projecis of NCPA on an elective basis. A commission compyrising of '
one representative from each member organization governs NOCPA. The commission s responsible for the general management of the affairs,
property and business of NCPA.  Under the dirsction of the general manager, the staff of NCPA is responsible for providing various
administrative, operaling and planning services for NCPA and its associated power corporations.

Project Financing and Construction

NCPA's project construction and development programs have been individuslly financed by project revenue bonds collateralized by NCPA's
assignment of all payments, revenues and proceeds associated with its interest in each project. Each Project Participant has agreed to pay its
proportionate share of debt service and other costs of the related project, notwithstanding the suspension, rt@rruption, interference, reduction or
curtaitment of output from the project for any reason,. Certain of the revenue bonds are additionally supported by municipal bond insurance credit

enhancements,

increase in Non-defaulting Project Participant's Original Project Entilliement Percentags
Upon the fallure of any Project Participant to make any payment, which faliure constitutes & default under the Member Agreement for the

projects, and except as sales and transfers are made pursuant thereto, the Member Agreements provide that Project Entitlernent for sach non-
defaulting Project Participant shall be automatically increased for the remaining term of the Member Agreement, pro rata with those of the non-
defauliing Project Participant thereunder; provided, however, that the sum of such increase for any non-defaulling Project Participant shiall not
exceed, without written consent of such non-defaulting Project Participant, an accumulated maximum of 25% of the non-defaulling Project
Participant's original Project Entitlemant Percentage Share.

General Operating Reserve with NOPA

Members of MCPA sslablished a general operafing reserve in 1992 for the purposes of providing a vehicis to fund reasonably foresesabls
contingent liabililes. 1t was set up primarily to provide the following advanteges: minimizes the number and dollar amount of reserve that might
stherwise be funded separately in connection with NCPA’s individually financed operating plants, projects and programs; provides each member
with fiexibility and unilaterat control over the determination of what they will fund, how they will fund & and what expendiures from the reserve will
be made on their individua! behalf. It provides funding for confihgent liabiiiles that are not budgeted but that may require significant future
expenditures. The reserve is segregated by participant and is refundable on demand by the participant.
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As of June 30, 2003, the City's balance in the NCPA General Operating Reserve, which has been credifed with annual interest sarnings and

settlements, is approximately 3531 800

FProiect Participation

The NCPA members and their percentage share at June 30, 2002, which is the most recent available data, are as foliows:

Hydro Combustion Multiple
Geotherimal Efectric Turbine Capital Transmission
Project Profect Project #1 Facilities Projogt

Alameds 16,8825 10.00 13.082 19.00 30.3590
Bigus 0.2270 G.4082
Gridiey 0.3360 0.7103
Healkdsburg 36740 1.66 3500 6.6068
Ledi 10.2800 10.37 34,780 35.50 18.4881
Lompoc 3.8810 2.30 3.500 5.00 88184
Paio At 22.82 11.0736
Plumas-Sierra Rural Eleclric Cooperatlive G710 1.68 1.080 1.4647
Roseville 78830 12.00 13.584 36,50 14 1756
Santa Clara 44 38085 37.02 25.000
Turioek rrigation District §.3305
Uldgh E6&148 Z.04 5454 10,0063

Buik power purchased by the City through NCPA amounted to $30,772,425 during the year ended June 30, 2003 and is reflected in utilities

expense in the slactic enferprise fund.

NCPA Geothermal Project

A purchase power agreement with NCPA obiigates the City for a 10.28% share of the operating costs and debt service of two of NCPA's 110-
megawait sieam powered plants, Project Number 2 and Project Number 3. Cutstanding long-term debt related to this project was approximately

L3027 willion ot June 30, 2002,

As a result of high plant generation of NCPA and others in the same area, the Geothermal Project experienced greater than anficipated declines
in steam: production on. ifs leasehold properties and the unit cost of the geothermal powser is higher than originally planned. NCPA has taken

several other steps to further slow the deciine of the steam fisld. In Apiil 19968, the conversion of one turbine unit to low pressure operation was
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completed and the Southeast Geysers Effiuent Pipeline Projact is in operation. The Geothermal facilities currently generate an average of
approdimately 142 megawatts,

Calaveras Hydroelectric Project

NCPA contracted to finance, manage, construct and operate Hydroelectric Project Number One for the licensed owner, Calaveras County Water
District. In exchange, NCPA has the right to the electric output of the project for 50 years from February 1982, NCPA has also the option to
purchase power from the project in excess of the District's requirements for the subsequent 50 years, subject to regulatory approval.

Under a2 power purchase agreement the City is obligated to pay 10.37% of the debt service and operating costs. Al June 30, 2002,
approximately $506 milion in long-term debt used o finance this project was outstanding.

NCEA Combustion Turbing Prolect

in October 1984, NCPA financed a five-unit, 125-megawatt combustion turbine project.  The project, built in three member cities, began full
commercial cperation in June 1988, providing reserve and peak power. Under the NCPA power agreement, the Clly is obligated 1o pay 34.78%
of the debt service and operating costs. At June 30, 2002 approximataly $31 milfion in long-term debt was outstanding.

Transmission Project

The proiect was undertaken o meet certain obligations of NCPA under the NCPA/PG & E Interconnection Agreemsnt. The project includes an
ownership inferest in PG & E's 230kv Castle Rock o Lakevilie Substation Transmission Line in Sonoma County, additional firm transmission
rights in that Transmission Line, and a central scheduling and dispatch facility in service at the NCPA headquarters in Roseville, California.
Under a power purchase agreement, the City is obligated fo pay 18.4861% of the debt service and operating costs.  A! June 30, 2002,
approximately $7 million In long-term debt was outstanding.

Multinle-Capital Faciiities Project

The Project consists of two separale components. (1) A 49.9 megawalt combustion turbine, "Unit One”, located in Lodi, California and owned
and operated by the NCPA; (2) Improvements to the electric system owned and operated by the City of Lodi. Each of these components is
supported by separate and unrelated member participation agreements.

Under a power purchase agreement, the Cily is obligated fo pay 39.5% of the debl service and operating costs. A June 30, 2002,
approximately 3144 miffion in long-term debt was oulstanding.
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The following are the most recant available sudited condensed financial statements of NCPA:

Combined Balance Shoet
June 30, 2002

Asests

Current assets
Restricted asgels
Electric plani, net

Other assets and deferred charges

Total assets

$ 67,981,000
281,630,000

5311

25,000

272,713,000

$  1,153,448,000

Combined Statement of Revenue and Expenses

Year ended Ju

Sales to participants for resale

Operating expenses

Other revenues (expenses)

Fulture recoverable costs

Met revenuss before refunds

Refunds to participants

MNet revenues

Accumulated net revenues,
bayginning of year

Accurmulated net revenues,
end of year

At June 30, 2002, NCPA's total outstanding long-term debt was $984 469,000 at an average interest rate of 8%. The current portion of long-term

debt at Jure 30, 2002, was $50,000,000,

e 30, 20062

3 273,734,000
(220,720,000
{53,802,000)

13,440,000

12,362,000

(3,536,000

8,828,000

9,488.000

$ 18,315,000

Liabilities and Capitslization

Current portion of long-term dabt 8 50,000,000
Other current liabilities 35.800.000
Other fiabilities and deferred credits 114,675,060
Long-term debt 034,469,000
Accumulated net revenuss 18,318,000

Tutal isbiliies and capiislization % 1,153, 448,000

Combined Statement of Cash Flows
Year endad June 36, 2002

Met cash provided by operating activities % B8 721,060
Nat cash provided by investing aclivities (22,015,000
Net cash used in caphiat and refated

financing activities {136,907 000}
Net cash used In noncapital

and related financing activitiss {14,174 000}
increass in cash and cash equivalents {83,376,0060)
Cash apd cash eguivelents, beginning

of year 151,412,000
Cash and cash equivalents end of year % 38,037 000

Complete financlal information for NCPA may be oblzinad at the following administration office:
Morthem California Power Agency

180 Cirby Way
Rosevitle, CA 95678
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Transmission Agency of Northern California

The Transmission Agency of Northem California (TARC) was organized under the California Government Code pursuant to a joint powers
agreement entered into by fifleen Northern California utilities including the City of Lodi. The purpose of TANC is to provide efectric transmission
or other facilities for the use of its members through its authority to acquire, construct, finance, operate and maintain faciifies for electric power
transmission. The joint powers agreement provides that the costs of TANC's activities can be financed or recovered through assessment of its
merbers or user charges through transinission contracts with its members. Each TANC member has agreed to pay a pro rata share of the
costs o operate TANC and has the right to partscepate in future project agreements. The joint power agreement ramains in effect until debt
chiigations and interest thereon have been paid, unless otherwise exiended by the members,

increase in Non-defaulting Project Parlicinant’s Origingt Prolect Entitlernent Percentage

Upon the feilure of any Project Participant to make any payment, which fallure constiftes a default under the Member Agreement for the
projects, and except as sales and transfers are made pursuard thereto, the Member Agreements provide that Project Entitlement for each non-
defaulting Project Participant shall be sulomaticelly increased for the remaining term of the Member Agresment; pro rats with those of the non-
defauiting Project Participant thergunder, provided, however, that the sum of such increase for any non-defaulting Proiect Participant shall not
exceed, without writterr consent of such non-defauling Project Parlicipant, an accumulated misxdimum of 25% of the non-defaulting Project
Parficipant's original Project Entitlarnent Percentage Share,

California-Cregon Transmission Prolect

TANC is a participant and alse the Project Manager of the California-Oregon Transmission Project (Project), a 338-mile long, 500-kilovolt
siternating current ransmission g}mjec‘c betwesn Southern Oregon and Central California.  As a Project Manager, TANC is responsible for the
overall direction and coordination of all project devefopmant, construction work, operations and mainteniance and for general and administralive
support. The project was declared commercially operable on March 24, 1983 and provides a third transmission path or “intertie”, between the
electic systems of the Pacific Northwest and those in California. The major environmental requiremenis for the Project have beers successiully

met and completed,

in connection with its particioation in the Prolect, TANC has an entitlernent percentage in Project transfer capability and construction cost sharing
of 85.2657%. TANC has incurred costs for Projeet construction of approximately $445.4 million as of June 30, 2002. These cosis have been
capitatized by TANC sincs they are expected fo be recovered through reimbursement from Project participants and the successful operation of
the Project's transmission lines. The Project agreement armong the participaling members provides thet each member agrees fo make
payments, from His ravenues, to TANC for Project costs incurred and for the payment of debt service.

Under the TANC joint powars agreement, the City is obligated o pay 1.89% of iis debt service and operaling costs. Al June 30, 2002,
approximately $361 million in long-term debt was outstanding of which $6.3 million is considered current.
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The following are the most recent available audited condensed financial statements of TANC:

BALANCE SHEET

June 34, 20862
Assels
Electric Utility Plant, net $ 357,854,894
Restricted Assets 17,866,008
Current Assets 38,680.818
Noncurrent assets and deferred charges 64,194,037
Total Assets % 478 575,847
Gapitalizetion and Liabliities -
Tatal members' enuity 344,155
Accurnudeied other comprehensive income 1:300,860
Long-term debt 354,-_3?&1 10
Total capitalization 356,017,135
Current flabifities 101,126,043
E«!mcurrent fiability and defarred credi _21 ,4_32;669
Totatl capitalization and liabilities % 478 575 847
STATEMENT OF INCOME
For the Yesr Ended June 30, 2002
Revenuss:
Opergling revenues 44 30,962
inferest hoome 13,2968 120
Total revenues BY.247 082
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Costs and expenses

General and other operating costs $ 11,115,234
Interest and viher financing costs 28 485 855
Loss on interast swap valustion 7637281
Deprediation and amortizstion 10,280,263
Taotal costs and expanses 57 518,823
Net loss {371,541)
Members' equily, beginning of year 615,687
Members' equity, end of vear 344,156
Total equity 3 344 158

Complete financial information for TAND may be obiained at the following administration office:
Transmission Agency of Northern California
3100 Zinfandel Drive, Sulte 800
Sacramento, CA 85670

Membership in insurance Pools
Californis Joint Powers Risk Management Authority

The Ciy s 2 member, slong with fwenly-three other public agencies, of California Joint Powers Risk Management Authorify (CJPRMA)
organized under 2 Joint Powers Agréement pursuant to the California Government Code for the purpose of sharing the risk of c&%asm}’pﬁé{:
general fiability, automgblle liability ana public officials’ errors and omissions losses becsuse adeguste insurance is not avaliable in the
commeréial insurance market  CJPRMA has 2 twenty-one member Board of Directors, iRcluding 3 director from the City of Lodi, The Board

meambers elect officers of CUPRMA every tivo vears.

E"%'ze uitimate cost of the program to the City depends on the catastrophic losses of all members, as well a8 the City's own oss experience and

i be determined retrospectively five years after the end of the current program year. The Cily periodically pays deposits to the CJPRMA.
T?‘i@ﬁe deposits are recorded as expenditures in the year paid, as they are a reasonable sslimate of the actual cost of the program. During the
year ended June 30, 2003, deposits of $268,197 were paid to CIPRMA.
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The most recent condensed audited financial information of CIPRMA as of June 30, 2002 foliows:

Balance Sheet
June 34, 2062

Total Assets, primarily investments 3 61448085
Liabifities
Reserve for losses, Liability program § 37887215
Resatve for losses, Worker's Compensation programm . BTB70
Agcourts payable 68,061
Accrued lisbilities - 13,143
Tolg dasbilities 38,026,089
Fund Eguity
Retained earnings 23,423,008
Tofal Liabilities and Equity $ 81,449,085

Statement of Revenuss, Expenses and Retained Earmings

Yoar Ended June 30, 2002
Total Revenues
Total Expenses
Operating Income

Invastment income
Met Income

Retalned Earnings, beginning of vear
Refunds to members
Hetained eamings, end of yvear

&

$

8,683 388
(21,172,694)

(12,589,305}

6,576,084

(6,613,221}

24.688,852
(5,252,665}

23,423,006

The participants and their percentage shares at June 30, 2002, are as follows: Cily of Alameda 3.68%, CCOMRMIA 4.96%, Chico 1.62%,
Central San Joaguin Valley Risk Management Authorily 14.98%, Falifleld 2.21%, Fremont 8.16%, Livermore 2.50%, Lodi 2.20%, Mantegs
1.47%, ROCSIE 2.70%, Petaluma 1.70%, Radding 3.93%, Redwood Empire Municiogl Insurance Fund 5.71%, Roseville 3.30%, Sen Leandro
2.65%, San Rafael 2.54%, Santa Barbara Area Joint Powers Insurance Authority 0.72%, Santa Rosa 5.50%, Small Citles Organized Risk Effort
2.0 Stockion 7.84 %, Sunnyvale 6.23%, Vacaville 2.17%, Vallein 3.33%, and Yolo County Public Agencies Risk Management insurance

Authority 8.76%.

Local Agency Workers' Compensation Excess Joint Powers Authority

Tha City, atong with twenty-five other public agencies, is & member of the Local Agency Workers' Compensation Excess Joint Powers Authority
(LAWGCX), which was formed July 1992, for the purpose of sharing the risk of workers’ compensation losses. All members are self-insured up fo
$250,000 per ocourrence.  LAWCX members pool resources to pay claims from $250,000 to $500,000 per occurrence and then use group
purchasing power to obtain excess coverags through a commercial insurance company up to statutory limite.
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The most recent condensed audited financial staternent information of LAWCKX follows:

Balance Sheet Statement of Revenues, Expenses and Retained Deficit
June 30, 20062 Year Ended June 36, 2002
Totat Assets, primarily nvestmentds $ 5,238.121 Total Revenues 3 2,321,575
Limbilities:
Accounis Payable & 16,238 Total Expenses {3,431,608)
Chaims labilties - Known Claims 2.887,7¢1
Claims Habiliies - Incurred But Not Reported 3,747 208 Net Loss (1,112,033}
Claims lisbifities - for Unaliocated Loss Adjustrant
Expoense 182,596
Total liabflities 6,634,033
Retained Deficit {1,395,812) Retained Deficit, beginning of vear {285 77
Total Liabilities and Equity $ 5,235, 121 Retained Delicit, end of year $ {1,395,812)

The City paid §112,727 in deposits to LAWCK during the fiscal year ended June 30, 2003

The participants at June 30, 2002, are as follows: City of Mlameda, Albany, AMSJPA, Brisbane, Central San Joaquin Valiey Rigk Mgmt Authority,
Ciovis Desert Hot Springs, Fast Bay Reglonal Park District, Emerpdlle, Management of Emeryville Sarvices Authority, Fremont, Livermore, Lodi,
Los Galos, Merced, Morgan Hill, Newsark, PARSAC, Pledmont, Roseville, Small Citles Org. Risk Effort (SCORE), South Lake Tahoe, Suniine
Transh Agency, Union Clty, Vacavitle, Vallglo and Vector Conlrol JPA

California Transit Insurance Pool

The City, along with thirty other public agencies is a member of California Transit insurance Pool (CalTiP), a joint powers insurance authorily
which was formad for the purnose of sharing the risk of property damags, bodily iniury, personal injury and public officlals errors and omissions
losses for pubfic transi systems.

Lighility protection coverage is provided under two programs:

Program | apolies to members who choose fo ulllize CaiTiP's adjuster and for those with a $0 deductible.

Program i applies to mermbers with self-insured retantions who choose to provide their own adjusting services.
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CalTIP purchases excess insurance over its $500,000 retention up to $20 million per ccourrence. Each member is provided with $5 miflion in
excess of the povled retenfion and has the option fo choose one or both of dwo addifional layers for the full $20 million.

CalTiP also provides physical damage coverage to its members, This coverage program i5 optional for ail members and offers damage or loss
protection for transit, staff and maintenance vehicles (o transit operators.  CalTIP self-insures to $100,000, under which members have the
option of five levels of deductible ranging from $500 to $10,000 per vehicle. Claims are administerad by the CalTiP’s adjuster.

The schedule below reflects the lisbility protection coverage at April 30, 2002, which is the most recent available data, for each of CalTiP's
member agencies:

Agency Program Retention {irz miffions]
Arcata Mad River Transit System ! $ Prefunded % 20
AzUSS I 25,000 20
Butte County Transit System i 25,060 it
Central Contra Costa Transit Authority i 50,000 20
Clty of Auburn i 250,009 5
City of Lodl Transit System { Prefunded 28
City of Vacaville ' 25,000 20
Culver City Municipal Bus Linas H ZE0 060 5
Dixor I Prefunded 20
£l Dorado County Transi | Prefunded 10
Folsorm i 280,000 5
olden Empire Transit District i 250,600 5
Humboldt Transit Authority ! 50,000 20
LivermoreiArmadar Valley Transit i Prefurded 10
Lincoln i 250.000 _ 5
Mendocing Transit Authorily ¢ 25,000 5
Monterey-Salinas Transi i 250000 10
Morongo Basin Transi Authorily i Prefunded 26
Hapa County Transportation Authority i Prefunded 14
Mivada County Transit i 25000 G
Placer County Transit i 100 GO0 20
Riverside Transil Agency f 25,000 20
San Luis Obispo Regional Transit Authority é Prefunded 1
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Santa Cruz Metropolitan Transit District

Santa Rosa County Transit

Siskiyou Coundy Transit

South Coast Area Transit

Vallele Transit

Western Contra Costa County Transit Authority
Whittier

Yolo Coundy Transportation District

i 250,600 20
i 104,000 20
i Prefunded 20
} Frefunded 20
I 25,000 240
fl 100,000 20
H 250,000 20
f Prefunded 20

The most recent condensed audited financial information of CalTIP as of April 30, 2002, is disclosed as follows:

Balance Sheet
Aprii 30, 2002

Total Assets, primarily cash and investmenis 3 11,385,304
Total Liabilities $ 8,102 421
Retained aarnings 3,282,883
Total Liabilities and Retained Earnings % 11,385,304

The City paid 347,505 in deposits to CalTIP during the fiscal year ended June 30, 2003, There have been no reductions In insurance coverage

Statement of Revenues, Expenses and Relzined Eamings
Year Endaed April 30, 2002

Total Revenuss % 3,574,558
Tolal Expenses (3,005,635)
Net Income

569,023
Retained earnings, beginning of year 2,713,860
Retasined samings, end of year % 3,282,883

from the prior year and there were no insurance setffernents in excess of insurance coverage in any of the last three vears.

(18}  Deficit in Fund Equlty

internal Service Fund - Claims and Benefits - A deficit in fund equity at June 30, 2003, in the amount of $2,176,869 in the Internal Servica Fund
is due to the selfinsurance lability to cover both incurred and incurred-but-nobreported (IBNR) claims. The City plans to implement the deficit

reduction plan recommended by an actuary o gradually eliminate the deficlt in the internal Service Fund.

Water Fund - A daficit in fund equity at June 30, 2003, in the amount of $3,426,318 in the Water Fund is prirmarily due fo the accrued interest on

the Environmental Abatement Certificates of Parlicipation. The Clly plans on increasing the rales in 2004 not only (o eliminate this deficit but

also to replace and uograde watar lines in the oider sections of the City.
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CITY OF LODI
Notes to Basic Financial Statements {continued)
June 30, 2003

Litigation and claims - The City is a defendant in various lawsuits and is a parly to various clalms including environmenta! exposure. The City
Attorney estimates that the potential claims against the City resulting from such litigation would not materially affect the financial condition of the
City.

However, the City has been advised that its former outside counsel believes the City owes them approximately $6 million in attorney fees. The
City has been unable to confirm this amount. The City is assessing its obligations, if any; it may have at this time. Even if it is determined that
the City owes these fees, it appears that at least a portion of that obligation would be met by the City's insurance carrier, which has to dafe
already pald some of the firm's fees and there is & process for the payment of more. However, those fees covered are only for the defense end
of the case, not the prosecution. The City has been unable at this time fv assess what percentage of these faes are billable to its insurance
carrier since its new counse!l has only been invoived in the case since mid-January 2004, However, the City Council has retained another
outside counsel (o assess those bills In quastion. As the ultimate outcome of this matter cannot be determined at tis time, no liability has been
recorded for any additionsl attorney fees owed.

Arbitrage Earnings Rebate Liabilily - Arblirage earnings are defined as ncome samed on the unexpended tax-exempt cerfificate procesds in
axcess of thal which would have been earned had the moneys been invested In securities with a vielk! of the effaclive rate of the certificates,
Currently, arbitrage eamings must be rebaded o the United States Treasury every five vears from the dale of August 18, 1988, for the Elscliic
Systern Certificates of Participation. The City has recorded an arbifrage Habifity of $1584 585 as of June 30, 2003 that is included in the Elsctiic
Furdd's accounts payable and cther liabilities.




CiTYOFLODI
Notes to Basic Financial Statements (continued)
June 36, 2003

(17}  Restatement of Fund Balances

The City's beginning fund balances have been restated {o reflect the cumulative effect of the implementation of GASB Interpretation No. 6. The
impact of GASE Interpretation No. 6 was o redude the current portion of certain long-term liabilities, and only recognize expenditures in the
governmental fund financial stalements for those liabilities considered to be dus and pavable as of June 30, 2002,

Fund Bglances:
Fund Balances at June 30, 2002, as previously reported General
governmental fund types: Fund

Totat fund balances as of June 30, 2002, as previously reported § 3063822

GASE interpretation No. § adjustment
Reduction in current portion of long-term Habilities not considersd
due and payabie ‘ 306,000

Fund batances at June 30, 2002, as restaled -governmentat fund fypes ¥ 3,383,822
The Water Fund and the Transit fund beginning net assets have been adjusted as foliows:

Water Fund  Translt Fund

Net assets, beginning of year as previously reportad in
Entarprise funds $ 3805718 10,849 142

Adiustment o net assats:
Accrusd interest on the Environmentat Abaterment Program Certificates of
Participation not recorded in priof years {3,858 870}

Unregiived scorded revenus in Transit fund (A5G 000

Net assefs, as restgtad, beginning of vear $ . 483481 . 10,080.182
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 CITY OF LODI
Notes to Basic Financial Statements (continued)
Jure 30, 2063

Subsequent Events

Californiz Statewide Communities Development Authority Water and Wastewster Revenue Bonds

On October 7, 2003, the City of Lodi along with the City of Fort Bragg issued $9.855 million 2003 Series B revenue bonds through the California
Statewide Communities Development Authority (the "Authority”) pooled financing program. The City of Lodi's portion is $5.0 million for the
upgrade of its wastewater facilities. :

The Authority's Water and Wastewater Pooled Financing Program is available to California water and wastewater agencies to facilitate the
financing or refinancing of capital improverhents. The program is available to California cities and special districls that operate water or
wastewater enterprises. The Authority is authorized pursuant to Chapter 5 of Division 7 of Title 1 of the California Government Code to issue
bonds to finance and refinence waler and wasfewater public capital improvements of local agencies localed throughout California,

Woodbridge brrigation District Bonds

On October 8, 2003, the Ciiy lent s name o the Woodbridge lrigation District (the "District’y in the procurement of $11.748 million 2003
Revenue Certificates of Participation, to provide funds to finance the costs of construction of a new diversion dam on the Mokelumne River and
related facilities of the water district. A significant portion of the District's sources of payment for the 2003 Certificates are expected {0 be derived
from amounis to be received by the District from the Clty of Lodi pursuant to an Agreement for purchase of Water from the Woodbridge trrigation
District by the City of Lodi, dated May 13, 2003 (the “Lodi Water Sales Agreement™).







Gy oFiedl
Reguired Supplementary information
Schedule of Funding Progress - Pension Plan
June 30, 2003
{in thousands of doliars)

Unfunded
Unfunded {Owverfunded)
Enlry Age {Overfunded) Actuzrial
Actuarial Actuarial Liability as
Actuarial Actuarial Accrued Accrued Funged Covered Percentage of
Valuation Asset Value Liability Lishility Ratio Payroli Covered Payroll
Date (A) (B} €B)-A KA /B € {8} - (G
B30/00 136,603 113,757 {22,848} 120% 19,585 {1168.65%)
8RGO 140,463 125,752 (14711} 112% 21,446 (68.80%)
873002 130,803 134,344 3,441 97% 23,381 14.73%
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

- BENERAL FUND
Year ended June 30, 2003
o Variance with
Qriginal Firial Actual Final Budget
REVENUES
Taxes 3 21,421 852 21,421,852 21451041 3 30,089
Licanses and permils 1,685 554 1,855,554 1,860,402 13,848
Intergovernmenial revenuss 4,896,403 4898463 4,218,501 (877,012}
Charges for services 1,783,015 1,783,015 1,871,380 78,365
Fings, forfeits and penalties 854,227 854,227 803,085 {51,132}
Investment and rental income 824,204 824 204 225,390 802,814
Miscellansous revenus 88,105 88422 139,605 41,183
Total ravenues 31,533,360 31,543.677 30,376,204 (1,167 ,473)
EXPENDITURES
Genersl government 10,181,700 11,577,858 18,874,080 703,868
Public protacton 14,752,704 18,572,175 15,334,088 238,088
Pubdic works 8,106 112 6,423,492 5,130,855 292 837
Library 1 ,3213%?’2 1 ,333,@52 1,318,008 47,054
Parks and recrastion 3,442 830 3,587,878 3,285 288 202,581
Total expanditures IBATHR AR IE 24586 37040437 1,484,139
DEFICIENCY OF REVENUES UNDER EXPENDITURES {3,543 458) (8,980 888 (6,664 223} 316,858
OTHER FINANCING SCURCES (USESD)
Teangfers in 8027827 8,747,325 8 747 325
Transfers oul {2,858,408) (1,880,218} {1,880 316}
Othier sources and uses 1,957,500 o -
Toial ofher financing sourtes {uses) £4085 722 4887 B0Y 4887 008
NET CHANGE (N FUND BALANCE 162,264 (2,113,880, (1,797,214} 318 666
FLIRD BALANCE | beginning of yaar, restated 5038721 3,383 922 i ke vy
FUND BALANCE, end of vear % 5,200 985 1,250,042 1568708 % 316,666

The note o the required supplementary information is an integral part of this schedule.




CITY OF LoD¥
Nates to the Required Supplementary Information
June 30, 2003

Budgetary Data

The City adopts an annual budget for the general and special revenue funds. These budgets are prepared in accordance with generally
accepted acconntsng principles.  As part of the Clty's internal controls, the Cs%y maintaing budgetary controls. The objective of these
budgetary controls is o ensure compliance with the legal provisions embodied in the annual appropriated budget approved by the City
Council. The accompanying financial stafements present budget and actual data only of funds for which an annual budget was adopted.
The budgets of capital projects are primarily “long-term” budgets that emphasize the major programs and capital project plans extending
over @ number of years. Due to the long-term nature of these projects, "annual® budget and actual comparisons are not considered
meaningful.  Formal budgetary integration is not employed for Debt Service Funds since effective budgstary control is alternatively
achieved through the bond indenifure provisions.  Accordingly, no budgelary information & included in the accompanying financial
statements for capital projects and dabt service funds.

The City Councll follows the following procedures in establishing the budgelary data reflected in the accormpanying financial statements:
Original Budget

On or prior to the first reguilar Councll mesting in June of each year, the City Manager submits o the City Councll a proposed
Two-year Fingncial Plan and Budget for two fiscal years commencing July 1. The budget includes proposed expenditures and the
means of financing them.

Budgeted revenues are adopled by the City Council at the time the budget is approved. Budgeted revenues are modified when
the tax base changes, when fees are modified or when new revenue sources are identified.

Public hearings are conducted during meetings of the City Council to obtain citizens' comments. Prior o July 1, the budget is
legally enacted through passage of a resolution.

Firat Budget
The fina! budgetary data presented in the basic financial statements reflects the following changes 0 the original budget:

« Budgeted expendifures represent original appropriations sdjusted by budget fransfers and appropriation amendments.
The legal level of budgetary controf (that is, the level at which expenditures can not legally exceed the appropriated

75




-CHY.OF LOD
Nof:es to the Reguired Supp%ememary information (csnﬁnued)
June 30, 2003

e armount} is at the depariment level, The operating budget is prepared and conirolled at the depariment level (e.g., city
clerk, cify manager, eic.) for the General Fand, Special revenue fund expenditures, including transfers out, are approved
by Councit at the fund lavel

e The City Manager may transfer appropriations from one aclivity to ancther within a department without approval from the
City Council. All other appropriztion adiustments during the vear, whether transfers, increases or decreases, require City
Councll approval.

Under a two-year budget, sll operating appropriations 1apse at the end of the second vear except for funds that are encumberad.




MBINING AND INDIVIDUAL FUND STATEMENTS




Nonmajor Governmental Funds include:

Special Revenue Funds account for the proceeds of soecific revenye sources that ere restricted by law or administrative selion to
sxpenditures for specified purposses, other than these for major capital projects;

Debt Service Fund account for the accumulation of resources for the repayment of principal and intersst o general long-term debt;

Capital Project Funds account for the financial resources fo e used for the acouisition or construction of major capiial faciiities, other than
those finariced by propristary funds;




COMBINING BALANG!
NONMAJOR GOVERNMENTAL FUNDS
June 30, 2003
Special Capial
Revenue Projects Total
Cash and investmenis § 1,500,314 7804978 % 2,286,392
Recelvables: ‘
Actounts 14,742 114,742
imterest 18,204 1,283 16,407
Due from other funds 1,927,747 1,827,747
Due frorm ofher governmental agencies 1,872,108 1,672,108
Advance receivables 1,084,000 - 1,084,000
Total assels $ 6392374 896,023 § 7,295 3597
Liabiiities and Fund Balahcas
Liabilities:

Aooouhts payable and other labifities & 589,528 21468 § 580,652
D fo ofher funds 1,338,104 73,000 1,412,101
Deferred revenue 1,084 000 o 1,084 D00
Totat Eabilities 2.992.627 44 456 3,087 083

Fund Balances |
Reserved for encumbrances 1,084,860 85,622 1,180,282
Unressived-designated 7322087 705 835 3,028,022
Total fund balances 3406747 BOT.557 4708304
Total Hablliles and fund balances § 6885374 _BesL23 & 7,205397

T




, CITY OF LOD
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

Year ended Jurie 39, 2003
Special Bebt Capital
Revenue Sevice Projects Total
Revenues:
Taxes § 780,860 5 780,560
infergovernmental revenuss 3,140,808 3,146,006
Charges for services 2,098,208 2,005,208
Investment and rentsl income 85454 2,088 91,583
Misceliansous revenue 40,275 92861 123,230
Total revenues 8,157 414 85,080 8252474
Expendifures:
Current;
General government
Public protection 263,314 263,314
Public works 786,633 755,033
Capital outlay 2,805 489 795,568 3707088
Delt service:
interast and fiscal charges 1. 220,040 1,220:040
Principal payments 730,000 730,060
Todal oxpendiures 3823836 1050040 705 560 5560445
Excess (deficiency) of revenues over {under? expendiiures 2,233,578 (1,950,040 700,508 {418,871
Chher financing sources {uses):
Transfers in .84 1,850 040 695:?{}?@ 2858 00
Transiers oul 2009471 _ {20,000 {2,028.47%
Total other financing sources (uses) {1,999.580 1,950,040 875,078 825 530
Net change in fund balances 253508 {74570 404,588
Fund balances, beginning of year 3,172,749 6265%? &_?@Q,?Eiﬁ
Fund balances, end of year $ 2.408.747 81,857 $ 4. 208,304
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SPECIAL REVENUE FUNDS

Public Safsty
This fund was establishad to account for the revenues and expenditures related to the City's share of property forfelted by persons convicted of
possession and seliing illegal drugs and the State of California auto theft prosecution monsys.

Streets Fund
This fund was established to sccount for the following:
Gas Tax
To account for revenuss and expenditures apportioned o the Cily under the Strests and Highway Code. Portions
of the tax rate levied by the State of Cafifornia on all gascline purchases are allocated to cities throughout the State on a population
basis. These funds are restricted for expenditure by the State of California for street related purposes only.

Sevelopment Impact Mitigation Fees

To ancount for Impact fees charged to provide for the building of varipus storm drains and streat improvements needed to serve new
development. The fees are calculated on a per aore basis and are collected st subdivision final map approval or with building permit
stage effective November 4, 1891,

Master Storm Drain
To account for the funding of construction or modification of the City's storm drain system.

Measure K Sales Tax
To account for revenuss end expendilures apportioned to the Cily for sales tax collections under Measure K. Expenditures for

sdminisiration, maintenance and construction must be for strest-relaled projects.

Intermodal Surface Trensportation Eficiency ActISTEA)
To account for revenues from the federal highway adminisiration for programs including surface transportation program (STP) for streels
and roads, congestion mitigation and air quality program (CHADYand hazard elimingtion safety (HES) for strest lighting profects.

Trangportation Fund

This fund was established to account for the receipt of moneys from the State of California apportioned to the City for ransportation  purposes.
The State has designated 1/4% of the 6% sales tax levied statewide for local transportation purposes. Funding for this program was provided
during the 1971 legislative session with the enactment of the Transportation Development Act, which extended the 6% sales tax to include
purchases of gasoline. Revenuss aliocated to the City of Lodi under this program are divided info two calegories: Article 8 funds, which are
resiricted for the Improvement and malntenance of street systerms,; and Arlicle 4 funds, which are restricted for public transit systems.

T




HOME Program/Community Deveiopment Block Grants
and moderate-income residents to develop @ suliable living environment and expand economic opportunities; and account for moneys provided for
adequats and affordable housing for low and very low-income residents.
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ASSETS
Cash and investments
Receivables:
interest
Due from other funds
Due frory other governmental agencies
Advance receivables
TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES
Aceounts payable and other labilfties
Due to other funds
Deferred revanue
TOTAL LIABILITIES

FUND BALANCES
Furnd balances:
Reserved for encumbrances
Urnreserved-designated for specific projects and programs
TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

CITY OF LODI

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE FUNDS
June 34, 2003
HOME Frogam &
Community
Public Devélopment
Safety Stranis Transportation Biock Granis Total
3 343,841 1,145,278 13224 1,500,314
1,261 13,8678 255 15,204
1827747 1,827 747
55,082 1,221 402 504725 1,872,108
. . . 1,084,000 1,084,000
% 401 0654 4,305,108 13,480 1878725 6,380 374
& 12,487 537,540 7,105 14,394 569,526
TEE,TTD 582,331 1,338,104
- 1.084 000 1,084 000
12,487 1,284,310 7,108 1878725 28982677
1,064,660 1,384 650
388 557 1,927 138 B384 2.322.087
388587 3,619,788 8,384 31,4506,?:4?
b 401 054 4308 108, 13480 1BIRT0E 8388074
At e T
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. cUYOFLODI |
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE FUNDS

Year shded Jene 30, 2003
HOME Program &
Communify
Public {evelopment
Safely Streels Trangporiation Block Grants Total
REVENUES
Taxes $ 790,580 & THOB60
Intergovernmenial revenues 363,253 1,881,337 35645 B4G &7 1 3440808
Charges for services 2,086,206 2,098,208
investinent ard rental income 8,651 80,307 2,268 89,4684
Miscelianeous revenue o A0,278 40,278
Total revenues 3701494 4,858 888 38811 848871 6,157,414
EXPENDITURES
Current
Public protection 283,314 283314
Public works 24,864 730,185 758,053
Capltal cutlay 18,373 2,650,982 75,622 116,502 2,908 480
Total sxpenditures 282,687 2,718,856 75,822 845,671 3,823,836
EXCESS (DEFICIENCY) OF REVENUES OVER
{UNDER) EXPENDITURES 87 457 2,182 A3z (38,7113 2233578
OTHER FINANCING SOURCES (UBES) L
Transfers in &A1 G881
Transfors out {FTH71) (1,604,808 (325802 (2008471
Total other fnancing sowces (uses) {87 7Ry 1,601,068} (328 802 {1,868 5800
NET CHANGE IN FUND BALANCES %877 580,834 (388,513) 233,888
FLlD BALANCES | beghhning of year o) 24306862 I7E RE7 3172.748
FUND BALANCES, end of vear $ 388 587 30117968 5,384 $ 3,408 747
B2




.CITY.OFLODI .
SCHEDULE OF REVEN?JE EX?ENBET_ RES AN’R CHANGES IN FUND BALANCE

B{}EGET AN@ HCTUAL -
it (}NMAJOR G{)VERNMENT AL FWE}S ﬁPﬁE(JIAL REVENUE FUNDS
Year-ended Funie 3@ 2003

REVENUES
intergovernmental revenues
Irvesiment and rental income
Total Revenue

EXPENDITURES
Currant
Public protection
Capital culiay
Total Expenditures

EXCESS (DEFICIENCY) OF REVENUE OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES [USES)
Transfers in
Transfers out
Total other financing sources {uses)

NET CHANGE N FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR
FUND BALANGE, END OF YEAR

PUBLIC SAFETY
FINAL
BUDGET ACTUAL VAFRIANCE

267,300 363,253 155,863
31,105 6,897 (24:274)
238,495 370,144 131 640
466,151 263,314 202,837

18,373 18,573
485,524 282 BE7 202,857
(247 029} 87.457 334, 486

5,891 5,801

(77671 (Y7871}

(67,780) 67,700
(314,899) 19677 344,486

368,890 358850
. BADE _S88.887 334,486




- CITY OF LOBL
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
_ BUDGET AND ACTUAL
NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE FURDS
YVear-ended June 38, 2003

STREETS
FINAL
BUDGET ACTUAL YARIANCE
REVENUES
Taxes % 785,650 790,560 {51300
Intergovernmental revenues 5,764,575 1,801,337 (3,875,238
Charges for services 578,000 2,098,208 1,267,208
investment and rental income 167,935 80,307 (77,628
Miscalianeous revenue o278 43275
Tota! Revenug 7,552,200 4598588 (2,683,512
EXPENDITURES
Current
Public works 24,884 24,864
Capital outlay 4,833,375 2,680 092 7,142,383
Totzl Expendiures 4,888 295 2,745,858 2,142,383
EXCESS OF REVENUE OVER EXPENDITURES 2,683 561 2,182,852 {514,129}
OTHER FINANCING USES
Transferg out (1,601,988 {1 661,998)
Totad other fanancing uses (1,601 598y 4,607,568
NET CHANGE IN FUND BALANCE 1,091,083 580,854 (511,128
FUND BALANGE, BECINMING OF YEAR e vy 2435982
FUND BALANCE, END OF YEAR % 3,522,925 3,011 788 (511,126
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. CITY.OF LGDE
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE FUNDS
Year-ended June 30, 2003
TRANSPORTATION
FiAL
BUDGET ACTUAL VARIANCE
REVENUES
Taxes $
intergovernmental revenuss 2,000,000 36,648 {1,863,358)
invastment and rental income 2,268 2,268
Total Revenue 2 000,000 38,911 {1,869 08}
EXPENDITURES
Current
Pubilic works 14,680 14 880
Capitst outlay B8, 007 75627 20,385
Total Expenditures 110,887 7EEI2 35,065
EACESS (DEFICIENCY) OF REVENUE OVER
(UNDERY EXPENDITURES 1,888,313 (36.711) (1,908 024)
OTHER FINANCING USES
Transfers out (329.80%) (329 802
Total other financing uses {328,808 {320,800
RET CHANGE N FUND BALANGE 18588414 {58651 4028004,
FUND BALANCE, BEGINNING OF YEAR 372,887 372 B8O
FUND BALANGE, END OF YEAR § 4,932.408 o fRERE o £1.928.004)
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. CITY OF LODL.
SCHEDULE OF REWNQE EXPENDI’I‘{ERES AND CHANGES IN FUND BALANCE
BUDGET ANB-ACTUAL
NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE FUNDS
Year-ended Jane 35, 2603

HOME PROGRAM and COMMUNITY DEVELOPMENT

BLOCK GRANTS
FINAL
BUDGET ACTUAL VARIANCE
REVENUES
Taxes $
Intergovernmental revenues 2,592,087 845,871 (2,142,418)
Total Revenue 2,992,087 848871 (2,142 416}
EXPENDITURES
Current
Public works 7 BY2,585 T 1ES 2,142,418
Capltal gullay 118,502 119,502
Total Expenditures 2 982 087 BAGE7Y 7,142 416

NET CHANGE IN FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR
FUND BALANCE, END OF YEAR $

1]
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CAPITAL PROJECT FUNDS

Vehicle and Equipment Fund

This fund was established to account for the financing and replacement of vehicles and equipment for el funds of the City with the axcaption of the
Enterprise Fungs. Financing is primarily provided through operating fransfers from other funds, interest earnings and sales of surpius

property,

Lisrary Fund
This fund is used to account for the acquisition, construction and installation of capital faciiilies for the Library.

Subdivision Fund
Thig fund is used to account for construction and installation projects dealing with subdivision work for others.

Hutchins Street Sqguare Fund
When the old Ledi High Schoof burnt down, the City purchased the property and renamed it Hulchins Street Squars. The Old Lodi High Site
Foundation was established and this organization organizes events fo raise money for the capital restoration of Hutchins Street Square.

Lodi Lake Fund

This fund was established fo aceount for moneys charged for activitles held at Lodi Lake. The Councll designated the moneys 1o be used for Ladi
Lake capital projects.
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__cnyoriooh
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS - CAPITAL PROJECT FUNDS

June 306, 2083
Wehicle and Hutching Lod
Eguiprment Library Subdivision Shreet Suuare Lake Totatl
ASSETS
Cash and invesiments $ 142 108 161,568 360,338 577 165,491 § 786078
Rensivablos: _
Aooounts 41,742 73,000 144,742
inferest _ 565 . 648 1,205
TOTAL ABSETS § 150,850 162,118 300,338 78,577 166,138 % 885022
LIABRITIES
Acoounts pavable and other liabilities % 20,829 4] 551 & 21,486
Dus to ofher funds _ ) 13,000 ‘ 73,000
TOTAL UABIITIES 20,6828 88 73,000 581 94488
FUND BALANCES
Fund balances: _
Regerved for encumbrancesy 84074 1,848 35,%22
Unreserved-designated for speific projects and programs 75,947 160,484 300,338 3,577 165,588 705 9385
TOTAL FUND BALANCES ANy Brasz 300,336 3577 185 588 801,557
TOTAL LIABILITIES AND FUND BALANCES k) 180,850 162,118 300,338 78 877 166,139 % ) 8;98,%32%3
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CiTY OF ih.&)_i:’al
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUNTY BALANCES
HONMEJIOR GOVERNMENTAL FUNDS CCARITAL PROJECT FUNDS
Your ended June 30, 2003

Hudohing
Vehicle and Shat [Xleld
Egulpment Lihrary Subsdivision Souare Eake Total
REVERUES
Investment and rental Intome k3 4 2,608 % 2088
idiscaiianeous revenus 58,710 25,000 17,251 82064
Total revenues 50,716 25,084 19,756 85086
EXPENDITURES
Current
Capital oullay 588,548 83665 125,358 795,568
Yetal expenditures 585,548 83 885 125,458 T8E,560
EXCESS (DEFICIENCY) OF REVENUE OVER (UNDER) BEXPENDITURES (534,838 (58 571} (107,108 (700 505
OTHER FIRAMCING SOURCES (USES)
Transfers in 550,078 158,000 178,000 BBE 078
Transfers out (Z%ﬂﬁl}:e} . ) {20000}
Total other fnancing sources fusas) 530,078 180,080 TR On0 875,079
NET CHANGE I FUND BALANCES 14,758 142G G8.800 174 570
FUND BALANCES | BEGINNING OF YEAR 174,780 51,808 A03E%e 3877 . 98,588 6268 987
FURD BALANCES, ERD OF YEAR i 178,021 182,032 S00A38 3877 188 558 % 831,857

7%




IDUCIARY FUNDS

Private-purpose Trust Fund
This fund is used fo socount for frust agreements undey which the principal and income benefit individuals, private
organizations or ofher govermnmaents.

Agency Fund
This fund was esteblished to account for spocial asssesments coliscted on the property tax roll by the City on behslf of the
property owners within the Industrial Way Beckman Districts and the Downlown and Cherokee Lane Districts.



ASSETS

Cash and Investmeants
TOTAL ASSETS

NET ASSETS

CiTY OF LODI
COMBINING STATEMENT OF FUDUCIARY NET ASSETS
PRIVATE-PURPOSE TRUST FUNDS
June 30, 2003

Private-Purpose Trust Funds

Private Hutching Sheet
Sector Square Bequest Total
¥ 544 224 400 3 544 624
544 224 400 544 824
$ 544,224 400 544 624
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CITY OF LoD!

COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
Year ended June 30, 2003

Private-Purpose Trust Funds

Privale Hufchins Strest
Sector Suuare Beguest Toted
ADDITIONS
Ivastment and rental income $ g8 &
Total additions g &
DEDUCTIONS
Currant
Library 64,748 64,749
Total deductions 54,749 84, 749
CHAMNGE IN NET ASSETS (64,749) 8 {64.743)
MNET ASSETS, BEGHIMING OF YEAR 808,873 304 B0, 367
NET ASSETS, END OF YEAR g B4 224 480G % 44 624
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STATERENT

ASSETS

Cash and invesiments
Special assessment reveivable
interest receivable

TOTAL ASSETS

LIABILITIES

Accounts payvable and other liabilities

TOTAL LIABILITIES

CITY OF LODI

OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
Year ended June 30, 2003
_ Special Assessments
Balance Balance
T2 Additions Deductions BI3N03
% 380,249 218217 228733 § 368,733
48,8094 40,483 40,894 40,483
3,578 1,255 3,575 1,256
% 424 719 256,938 273,203 § 408,452
E: 424,719 16,267 § 408 452
$ 424718 16,267 § 408,452

3







CHTY OF LOhE
SOVERNMENT-WIDE EXPENSES BY FUNCTION
LASTTEN FISCAL YEARS

{Amounts In Thousands}

interest On
Figest General Pglsiie Public Parks & Lorg.derm )
Yaur Soperivnent Protection Works Librany Recreation fraint Electris Winstewsater Wlar Trangit Tofut
200263 § 12,238 % a3z § 100486 § 1454 § 35088 § 1215 § 51,348 % 8,141 § 1287¢ 3 5382 § 136G, 888
Rote: Imformaation i availeble begltning it fiscal vear 2003, when the Tty inplemented GASE 34 "Basic Fiancial Statements - and

Sznagement Divcusstons and Anslysis - for Stake and Local Govermments. ™

SOURCE: Chy Finance Departms




ST ORLODL
GOVERNMENT-WIGE REVENUES
LAST TEN FISCAL VEARS
fhanounts by Thousands)

Charges Cperating Capial Special Hom
Fisgal for Gramtd snd Grants and Hotor Tevwestorant Lifigation
Year Services Confributions Contribulions Taxes Vehidle indlsu Earnings Cither Setflement Tokal
200208 % 85331 % 1872F &% 13,386 § 23,884 § 3435 % 86 § 176t § 2P % 136,967
Note: mormation &s avaiiable beginnitg in feoaf vear 2003, when the Cliy implemanted GASE 34
“Basiy Einancizt Stetements and Manahagement's Discussion and Analysls for Sfate and Local Sovermments "
SOURCE:  City Finanoe Department
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CITOELO0E
GENERAL GOVERNMENTAL REVERNUES BY SOURCE
LAST TEN FISCAL YEARS
{emiourie it Thousands)

30,800

25,000

20600

15,000

G000 -

5,000

nousands
.

108,00 T8 Tas.0% 50T ST SHORO0 1080500 WL AT vy Sax]
B Licenses! Permits & inter - Govemmeantal D oharges for Services

&
~
a8
3
Lo
i

B Fings, Forfells! Penaities B Use of Money & Properly B Misc. Revenue
cﬁ%arges Use of

Flacai Licenges! friter - for Fines, Forfeits! Money & Mg,

Yooy Taxes Farmite Governmental Barvices Panaities Pronerly Ravenue Yotal
188504 % 12,578 % 57 % 4758 % 2908 % 407 § 487 % g2 % 21,708
TE8485 18208 - B34 5898 FET 408 B 1) 28,703
198555 17670 a4z 8,842 2,428 421 183 140G 2B a08
o087 17828 02 8318 1R08 453 1248 &0 28514
188708 17,780 1,183 8,281 2.871 682 1060 524 40,381
THEE.8G 18,584 1,587 8,453 3874 &8 G&2 343 34 may
199800 19,801 1 406 8054 4811 714 98z a4 37 a0
20004 ralics ] 1502 1,841 4240 THE 1 500 b 432 0548
2o 23,043 1484 el 5 ik b 1,234 1,548 5%, 784
200243 28,500 {688 7oaus 8272 BOE gap 43% 4% 514

Gatrate Govarnmental Revenies iholude Qaneral, Speaial Revenue, Debt Service snd Capllyd Brojsots Funds, Bwludes Eipendshie Trusls.
SOURCE: Oy Flnance Departitent

* Due to change it sreounting for refuse revenug,

P o In-dley taxes froms Enterprise Punds.

&




CITY OF LoB
GENERAL GOVERNMENTAL BXPENDITURES BY FUNCTION

LASY TEN FISOAL YEARS
hmounts In Th de}
W00 - : S e e
18,000
16,000
4,080
#1200
e
g 1000
£ oaoo
6,000
£000 4
2,058
198384 1984-55 1DE-6 100857 252
g B Genergt Govermment B Publlc Profection L Publie Warks % tibrary |
i % Parks & Recreation B Dabt Bervice B Capital Cutley !
H
J
Flond Geners! Fubliy Pulstie Barks & Dbt Capital
Yeoar Gy ;3 Peofection Werks Lifwory ~_ Heetention Servics Gitlay Futal .
158354 % 4568 § 5048 3% 4288 § 8 88t § 2307 8 405§ 2203 % 24948
108595 5,2%1 18,404 4580 - 58 i 45 7,682 8248
195888 bray 472 Rkl # 52 2,198 50 53¥8 30431
1HERgY 5862 14,088 8748 * 1842 2312 3G 10810 3,763
189798 7088 fis¥: 5 £ B » e 24 1,288 HAEE 45588
108589 7,235 1,225 AL « 1,080 225G 1,888 8,540 34, P87
e 7813 14,430 i 040 2670 1282 8470 fichet
ik isaRadl 8 8BZ 18,180 8,392 1404 a: 1,288 12,048 ASBIF
it ®ind egey 18,564 &, 741 1168 ZEEG 1,253 7 B48 51,488
0% 10,874 8697 5,828 13 4,388 1,850 12,842 52,880

e Cipisrmaied Expraditures fnoludes Senerst, Spwolsl Revenus, Debt Service and Cepltel Prejerts Funde,
Esilinien Bipeniatis Trouls,

BOURCE City Finares Department

“ O b ohangs i sooounting for refiee expbriiiores,




CITY OF LoD
CGENERAL SOUVERIMENTAL TR REVENUES BY SOURCE
LAST TEN FISCAL YEARS
tamounts in Thousands)

FES0E - - S -
8000
$a.000
37000

!

|

! $6.000

| 95000 |

i 84,008

{ $3000

| s2000

| 1 000

| % o n ¥ : _ _

|, ouB-87 19e7.48 : 200001

E [ B Proparty BEates & Use [ Translent OQocupanty EiFranchise & Dootanendary Traneler

i
{ E £ Motar Veh . In Liss i Bublic Protegtion Business Livenys Hin Leu Faanchise
Figtal Sales Transient Documentary Motor Veh Pubic Business In Ll
Year Froperty & iise Gueupancy Franchise Tranafer mtley  Protection Licenze Franchise Totelii}

1983-84 § 4850 $ B % FLEI B % 88 g 1872 & 88 3% &2 % B $ JERE
199485 4077 5320 48 808 88 1,685 148 188 5300 17,722
i ] & 208 5,765 278 503 7= 2E2% 154 479 5413 18,888
1888-97 4,238 58950 248 824 85 2,144 154 841 5548 18,201
1897-58 4,374 8208 28 588 7 ZATE 180 583 B R48 20,847
1Ee 45847 6523 308 &8 118 2.22% 180 gi2 5,827 0722
1500 4,832 iy 318 675 118 3008 18 &858 8 ¥ 2278
20004 5322 8008 i 826 188 3,081 242 738 B015 24,782
2at-02 5841 8,800 435 i H 78 3778 731 - 8550 28348
pitardis) &.191 B 708 400 T30 T 3,430 47 B2z & 868 2788

€4y Gereral governmantst tax reveniies are icluded in texes, fosnses snd permits, Intergoverhmental revenues and misselinsous ravenus of tha Tty's Generel Fund.

SOURCE: City Finance Dioparitment




| Ghiy oF Loni
SECURED TAX LEVIES BND COLLECTIONS
LAST TEN FISCAL YEARS
{Amounts In Thousands}

} 5000 u M
4 800 1 y
P& -
| 8 4000 g - - e
i &
P E Zooo + !
Z ¢ ¢ - : 1 4 4 : -
’ 1894 1885 1988 Hey 1988 1888 e 2001 it er) 2003
E E
’ i Ty Ly e T Golleotions i
t - " -
Parcant
Totsl Current Yesr's Percent of Delinguent Fotal of Total
Fizcal Tax Tox Collectiong Tax Tax Coftactions
Vear Lawy Cottertions o Vax Levy Solisctions Collections o Taulevy
1904 % 5838 % 481 95:1% § &4 % 4085 1123%
885 3ETO iz 25.8% 2 3528 s8.L%
1408 3,781 3618 B58% - 3818 HE8%
1887 poh vy 3882 66.9% - 3agz 9B2%
a8 4 448 4,433 99 8% - LX< BEEY%
gic] 4853 AETE S84% - 4,578 S8.4%
2000 5056 4817 87.3% - 4817 G7E%
001 382 5148 SBE% - 5148 58.8%
e 5,787 B4 B9.0% - 5840 &%
2063 5832 5,408 2. 7% . 5408 82.7%

SCHIRCE: County Auddior-Conlrolier




) L GEY OF LOD--

ASBESSED FULL CASHVALUE OF BIL TARABLE PROPERTY

LAST TEN FIZCAL YEARS
{&maonts n Theessnde)

Figeal Setured Hhneral Utifity Unsgoured Fag

Year Reait Rt Roll Kol Beett
198504 2365937 73 2,738 % 167,151 2445856
109455 2,355,088 3504 145,180 2,474,753
155585 2497 357 3,580 125,041 2,656:328
199667 2463536 3,557 128,807 2553000
188798 BB ATE 3656 $29.396 2648573
180848 2574522 3,828 1457345 2.724,783
198y 2707345 356 183,295 2,874,167
0001 2580201 3484 177,040 3,065,725
ey 3,008,937 3378 {sapve 3208004
200203 3,584,548 3,352 07 5 3562592

Fiapyt Paranns - Lass

Fegr Loarwd Tyt iy Propeety Fotad Expmiptions
19594 639481 1,575,876 200,740 8 3,415,836 125,485
180485 863227 4508554 it ] 2474763 457
o 591,198 4,654 B2 THNET 7588 528 1709
$908.87 708,288 1672877 gsEy pa ke 472545
i TEEEO0 1, 7OEA55 2400 548,572 1TEB00
QU0 TS AE8 1TAE 38T friersce] 2724763 179,835
AL FE7LEY 1,847,800 233,446 3874 153,204
2000 g2 788 4,982,868 345269 3080728 85473
42 BEGIE2 284,424 2EE 3298,004 180,252
200 960, 168 2,386,887 85,538 3802302 200,857

Sowoa: San Jeanin Courty Assessar's Office

HiH

Loss Het Vax
Exarmypti Aol
125,486 2280350
154552 307,181
170,80 2,385,428
172G 2,420,085
178,500 2472075
1725 2,544 980
183 504 250087
185473 2,875,252
hioiTrd A8, 742
200,867 3,391,435
bt Ansaunet

Waluz

2A90.550

707,461

2385428

28055

2472073

2 B4 D58

ZEEDETE

2878 2457

3,408, 742

3451 435




CITY OF LODE
PROPERTY TAX RATES - DIREST & OVERLAPHNG GUVERNMENTS
LAST TEN FISCAL YEARS
Per $100.00 of Aessnged Valus

200203

é Geunﬁy-WEde.Levy !"G‘om{waEde ity |

D County-Wide School ECourty-Wide All Other |
Bagsic
Figoal Cioppriy-ide
Yesp Lewy Schosi AL Oher Totsl
1eaGs ] G [ 10428
198488 10008 G440 Go0n4 1.0%00
188588 100G 6on2s o054 1 GRS
1ousaY 1. 9000 60022 G4 10058
1997EE +.0000 sks it G005 1.0082
199500 1.3000 0.0004 [1L.0034 10035
9IS 1beh GioE £.0084 15658
-0 § 00 GL002 £.0000 10002
FN0 10000 0802 G.0800 1 0003
pousrdis £ D000 {1 04ET 3T 10487

SOURGE: San Joaguin Courly Audiior/Controliars Offfce
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CITY-OF LODE

SPECIAL ASSESSMENT BILUINGE AND COLLECTIONS
LAST TENFISCEL YEARS
{Amounts in Thousands)

Currant
Figoat Assessments
Yaar fiue
1883-84 5z
1994-85 43
188508 51
teee-a7 125
1597-08 B
188599 -
189800 -
2000-01 -
200142
20203 B

BOURGCE: Ciy Finenca Departrment

Surrent
Assegsments
Coflepted
i
48
50

125

143

Total
Colisction
Az Parperd of
Currpont
Assessmeanis
Eue
1O0.0%
898.0%
1 Ry
O

.0
G.0%
3,0%
G.0%
£.0%,

0.0%

Tatat

uistanding
Current and
Setinguent

Asspssmetis




LY OF LOD
RATIO OF HET GENERAL BONDED DEBT
YO TAXABLE ASSESSED VALUE AND NET BONDED DEBT PER CARITA
LAST TEN FISCAL YEARS
{Amounts §n Thoussnds)

Debt
Payable
Gross Grogs From Bigt Percent of Net Met

Fiseal Aspessed Bonded Enterprise Bonded Boﬁdeﬁ Dbt to Bonded Debt

Year Fopulation Value Drelt Revenug Lisint Aszeesed Valus Per Capila
1993-94 54 2415837 10,840 10,276 570 G.0236% 1658
1984-95 85 2,471,784 11,378 0,174 1,208 004888, 2181
188598 54 2,556,328 15,878 10,878 5,080 (.1958% ¥2.58
198857 B8 2,585,001 24,348 2.0748 14,870 G.5773% P28
1G57-48 56 7648 573 24,372 4. B72 14,500 0.5475% HE 9%
1949808 57 2724793 25778 8,782 14,014 0.514a% 265,86
198808 58 2874 167 23,148 5534 13510 BATODY 3283
2000431 59 3,060,725 TR 55,930 12,51 GAZEY ZR0.0%
FOLT-02 = 3,788,584 301,875 74,930 28,745 GBI 45331
2208 80 3 882 3892 143,748 117733 28015 G742 433,58

SOURCE: Chy Finance Depariment
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CIY OF LODY
COMPUTATION OF DIRECT AND OVERLAPPING GENERAL BONDED DEBY
Jane 39, 2002

Total Berient CHy's Share
COE Apoiicabls of Debt
DIRECT DEBT:
CERTIFICATE OF PARTICIPATION $ 26,0115.000 100.00% $ 26,615,000
OVERLAPPING DEBT
NONE —— 8 0
Totat A 26,015,000 % 26,015,000
AT SN S hrvhamusnawS swsM MM
EAT RATIOS
June 30, 2003
Ratic of Direet Overapping Debt to Assessed Full Cash Value = 26 018 000 F 3,582 502,000 G.TE%
Eiiract znd Creariapping Delt Per Capite =26 015,060 /50,524 §430
459,358

Taxable Assessad Full Cash Values Per Cagita = 3,582 392,000 7 60,521

SOURCE: Clty Finance Depariment



CITY OF LoDt
COMPUTATION OF LEGAL DEST MARGIM
June 38, 2003

Assessed Full Cash Value as of June 30, 2003 (1) % 3,692,382 000
Debt Limit - 15 Percent of Assessed Full Cash Value (2} 3 538 858,800
Arnount of Debt Applicable to Debi Limit £
LEGAL DEBT MARGIN 3 538,858 800

{1y Assessed Valus before exemptions applicable to 2002-03 Tax Roll
{2} Bection 43805 Califormnia Govermment Code

SOURCE: San Joaguin County Auditor/Controlier's Oifice
ity Fipancs Department
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CITYOF Lo
RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR
GENERAL BONDED DEBT TO TOTAL GEMNERAL GOVERNMENTAL EXPENDITURES

LAST TEN FISCAL YEARS
tAmounts I Thousande)

Total Fercent of

Total General Drabt Service
Figoal Dabt Governmental to Goverrrmenta

Year Brincinal lriterast Service Expendifures Experditures
1903-94 185 3 15 % 180 % 24,848 0.72%
1884-98 114 g 122 76,246 0.46%
199536 118 4 122 30,431 &.40%
1889697 * * * 37,763 =
1798 470 818 1,288 45,585 2.83%
1968-98 485 rar 1,482 34,797 368%
190800 565 7T 1,282 35,6094 3.59%
200001 530 758 1,285 45.877 2.80%
200102 555 §79 1,234 51,480 2.40%
200203 730 1,220 1,950 £2 891 3.68%

“Zern batances cccured in 1895-97 due o general obligation bonds paid off in 158588,
SOURCE: City Finence Deparfment




CITY OF LOD

REVENUE BOND COVERAGE
LAST TEN FISCAL YEARS
fat
Revenue
Direet Aygliable Currpnt Fiscal Year's
Fiseat Gross Oparating For Dabt 5 Debt Service Hegquirements
Year Revenue Expense Service Principat isiterest Tatal Coverage

189384 3,454 258 2030628 1423530 g 18 080 % TOE 550 1 8GS GE0 1T
1959495 3,596,313 2,488,307 1,187,008 113,500 T 555 B10,355 1.37
1995-86 3,338,315 3,301,784 37,8854 194,000 896 387 808 387 0,08
190G BT 3 444 57 2 RE3 a7 551 580 18,003 BAE 818 BiYS 858 8.7
199758 3,848 088 2,913,869 1,032 088 120,000 882 218 802,218 .28
1509858 3,838 008 2,557,162 977,844 125000 875 030 863,630 .22
1886-00 3,874,750 3, 4R 851 FTBG 405,000 868,770 fie .80
20040-0G1 & BHY 053 4 338,384 Fe0.868 148,000 658,070 B3 BTG 0.45
2001-02 4,138,729 4 B07 716 {668,587} 150,600 B48, 8206 FO8.820 {035,843
200203 8,768,378 4,380,114 2,380,268 160,000 638 00 78e 800 2.88

SOURCE: City of Lodi Finarcs Departmet
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CTEY OF LOM
DEMOGRAPHIC STATIETICS
LAST TEN FISCAL YEARS
700,000
800,000
500,000
400,600
mnlm
200,000

eiasey

1963584 195495 1995.86 18a8-ay 1897-88 e88-un 188800 200001 200102 2002403

B Ciy Population ¥ San Joamuin County Pepulation
!
Populstion Zan Joaguln Fopulation Rardk in Size
Figegl Buuare Puroent Coupty Parcant of Galifornia
Year Hilex Charige Fopytadon of Sounty Gitiew
188304 1294 % B2 800 2% s
1984G5 1232 1.1% 530,700 0% iz
EE0 TR 4% Loziohe ] 10.5% #
oRE.aT 1232 5% 535,420 10.2% 183
1EEYS8 1232 8% S48 200 13.2% 124
1985-98 12.32 3% BE4 400 10.3% 124
1ER8.00 1250 K 1.8% 86600 10.2% 125
A 1280 58 800 1.2% 583,700 0% 138
24508402 1262 59.4%1 1.4% B9800 16.0% 128
U2 1268 HLENG 1 B% 513,500 8.8% -2

SOURCE: Slete of Cofornds, Deparirnent of Financs, Demographie Fasearch Unit
Sty Finanos Department Budgst
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CITY OF LODI
CONSTRUCTION ACTIVITY
LAST TEN FISCAL YEARS

Buliding Permils

500

2000

1500

1000 4

500
e &
1865 1088 700 2002
Mumber of Estimated

Fisca! Bullding Permills Peroent Valuation Parcent
Year isstied Changs {ln thousands) Change
1984 255 10.15% 3 31517 7381%
1985 884 - JHE% 44 581 42.40%
1986 1454 47 208% 26,018 ~35.34%
Tou7 14585 1.50% 57 452 &7 58%
1988 1682 8.83% 59,790 407%
1508 1744 TAT% 78,047 23.79%
2000 1858 8.12% Frets £ 87%
2001 2278 22.58% 104, 380 34.48%
2608 2080 -8.13% 89,803 -33.23%
2603 2482 19.23% 2,815 33.18%

SCURCE: Gy Community Development Depairtment
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CITY GF LOD
BANK DEPQSITS
LAST TEN FISCAL YEARS
{Amounis in Millons)

Millions
£
8 ]

105,000
1885 1980 1991 1992 1803 1984 1685 1906 1897 1008

§ B DAaNKs CISAVINGS & LOANS B CREDIT UNIONS ;

i i
Fisrai SAVINGE & CREDIT
Yenr BANKS LOANS LEIONS
TR $ 4625835 % 282338 § 14441
1880 540,545 287,501 12843
1881 891,677 183,598 12,488
ey G 257 168,755 145
1] e Lo 154 a4 5405
1694 R ) 188,158 15,885
1985 843108 158278 16,038
1895 HE2. 223 121,183 5 7o
1887 685,083 18,200 16,504
1808 T 115431 17,72

Sourey: Calforniz State Deparirent of Banking-
Lisstsing & Stetiaties Secifon

inforsation on this page I e wost rocert dute avaitable.

1k




Emplover
Lot Unified Schoof Dist

Lodi Memoriat HMospitsd
Generat Mills

Pacific Coast Producers
Clty of Lodi

Wak-bhart

CertainTead

Target

Walley ndusides

Farmers and Berchands Bank

SOLIRGE: Ciy of Lodi Communily Development Department

CITY OF LODH

PRINCIPAL EMPLOYERS

JUNE 38, 2003

Educsation

Heslifh Care

Cersale and Food Mixes
Cahrly

Governmeht

General WMerchart

PG Plpe Marfachurer
Genaral Merchant
Traiter Hitches

Basking

Employoes
2800
1,045

850
508
45T
330
13
200
338

8




CITY OF LoD
PRINGIPAL TAXPAYERS
JURE 38, 2801

Property Chener

General ks, Inc,

Pacific Coast Producers
{ariainteed Corporation

Prart Container Corporation
King Video Calble Company
Edmund M. Richmond

Wat Mart Stores

Wallace Computer Service
interiake Mateript Handling, tne

Drayton Hudson Corporation

1) Local Senured Assessed Valuation

Source: San Joaguin County Assessor's Office

Land Use

Food Provessing
Manulachuring
Manufachring
Warshousing
Commupicetions
Indusiial
Deparirent Slore
Warehousing
Ireciustriat

Diepariment Store

2,880,201 262

information on this page is the most recent dels aveiiable.

113

Agsessed Valuation
174,116,463
59,325,844
15,631,735
13 486,308
12,363,408
11,852,374
16 593,883
13,854,802
1,837,258

18,504,048

_3P6TEBSTE

Percant of Total {1}

5.84%
2.08%
C.54%
0.47%
0.43%
G.41%
0.38%
0.38%
0.38%
&, 38%

11.35%




Ciy Manager

Deputy Clly Manager

Lty Aflorney

City Clerk

Pubdic Works Director

Police: Chief

Firg Thisf

Finance Director

Caomeurity Developrent Dissctor
Electric Utiithes Dirscior
Commmunity Center Director
Parks and Recreation Director

Humarn Rescurces Director

CITY OF LODE

BURETY BONMEE OF FRIBCIPAL OFFICIALS

Oty employees are coversd by & commercist Sdelily borgd

amaounting fo & maximum of 3500 000 per loss.

SOURCE: City of Lodi

JUNE 38, 20083

$500,000
S00,060
500,060
500,000
S0, 300
500,000
BOU000
5ol 600
£60,000
506,000
500,000
500,000

00,000




CITY OF LODH
SANN APPROPRIATION LIBUTATION
i.agt Ten Fiseal Years

FISCAL LMY CPlor POPULATION GROWTH APPR@?R%AT!ON BUDGET $U$3ECT

YEAR BASE INCOME GROWTH FACTOR LIMITATION TO LAY YVARIANCGE
1583-94 34,027 038 10272 10213 1.0491 i’ 35,897 758 16,648,580 19,051,185
1884-98 35,687,755 1.0671 1.3187 1.0228 35,515,234 17,252,980 18,222.374
1995-98 35,515,234 1.0470 10131 1.0808 38,739,042 18,582,266 20,185 8852
1906-897 38,739,018 10687 10168 1.0843 41,225 332 18,243 568 21,885,784
1957-08 41,228,332 10487 1.007G 10540 43,458 825 20,996 875 23,358,850
1998-98 43,456,825 10538 1.0120 1.0420 45,785,303 20,491 808 25,293 494
198800 45785 303 10452 1rigd 0858 A8 TBT 845 20,907 357 27,880,452
00001 48787 848 1.0481 1.0128 10828 51,843,587 22,482,923 28 380,874
200108 51,845 597 1.0782 18189 10547 56,955 824 P TES 31,548,071
2002-03 55,958 824 0.987% 1.0214 1.0084 57 4359 884 28,013,113 28,478,781

SCHURCE: City Finance Dapariment
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PERSONNEL AUTHORIZED LAST TEN VYEARS

GITY OF LOD

JUME 2003

{& Admiristration B Community Daveispment  [IElsctris Uiy %

| EXFinence Depatiment B e Department Library J

E £ Parks & Regresiion B Police Department B Public Works Depariment |
SEP&RTE&EN? 186384 4p4-8F  19R888 159687 199788 (58598 198800 200G-01 200102 200243
Adrinistration 24 17 2% 4 25 30 k7] 34 34 37
Coraninitty Development ik 11 13 i4 14 18 15 i7 17 I3
Elmoirie Uity 40 ;] 3G 43 44 4 45 47 6 74
Finance Deoparbaent 38 33 38 34 34 a2 A4 34 33 38
e Diapartinent 44 &7 45 4% 48 48 B0 52 a3 58
& iary 15 15 15 14 14 14 14 14 14 15
Parks & Recreation 28 i 27 26 7 8 28 iy i 34
Pifive Teparimant 164 tid 108 142 12 113 113 114 13_5 17
Public Worls Dspattment i &8 87 24 e a5 58 103 148 110
Tokal e 378 a8 A7 413 418 422 LA 457 458

HOHIROE: Oy of Lodl Finafns Departinent



CITY OF LOBt
SCHEDULE OF TANABLE SALES AND PERMSTS BY CATEGURY
LAST TEN YEARS
tAmounts In Thouzands)

PERMITS:

1983 1544 1485 1988 1887 1858 198y 20U 2062 izl
SALES (IN THOUSANDS OF DOLLARSY
Apparet Stores $ 8467 & 8,108 5,970 5851 % 5,633 5020 % 4,778 4,458 5,417 5695
General Merchandise Stores 54,784 73,765 79,420 84,977 105,423 191,940 120,852 1 25,263 131,371 144 180
Drug Siores 13,184 13,673 13,265 13,411
Food Stores 33,033 258,882 33,237 34,029 34,247 34 544 37,328 42 977 4307 44 448
Packaged Liguor Stores £,041 5,832 5564 850
Esting & Drivking Places 38,181 38,744 L3770 44558 45 340 45,316 45,8403 52,860 59,584 88092
Home Furnishings & Appliances 16,088 14,327 12,398 12,808 12,486 17,319 22,254 17,908 15,6886 18,282
Building Materials & Farm Tool 37,589 34,250 31,801 51,858 28,865 32424 38,3895 47 487 458,048 43,772
Aute Dealers & Supplies 85,917 95,498 103,241 702,788 104,843 108:551 123,687 144,640 168,102 20,528
Barvice Stations 31,221 306,518 34,348 35,085 35,746 29 203 35,4891 48,704 45,450 A3, 212
(ither Fatail Stores 25,658 2,587 28,981 30:502 38,758 45 588 47058 45,758 _4gosn 48,820
Totat Retalt Stores 355 534 388,728 992403 Aot 887 410,081 438,776 487 884 523 126 582,081 817 080
Al Other {hifeds 96,951 $2.594 4440 116000 130,680 133,453 143 207 154,550 148 738 1 458
TOTAL $ 451987 8 455,315 4E5.847 57887 % 540,751 5E2 278§ G4 874 SYT7. 758 TR 758,558
Apparal Storss 32 5 23 2 8 28 2% s 8 3
Gensral Marchandise Stores 14 18 13 13 22 21 73 24 2t 20
Drug Stores 8 & £l g
Foud Sfores 44 47 45 45 47 1 83 i &1 &80
Packaged Liguor Siores B 7 7 ¥
Eating & Drinking Places 137 138 44 148 148 151 54 148 180 55
Home Furnishings & Appllances 44 45 46 41 47 43 53 55 &3 84
Hiiding Miatersls & Farm Toot 38 35 i i3] 25 e 22 23 4 i
Auto Deaters & Supolies 58 83 62 66 78 a1 7'? 5 83 86
Senrvice Stations 18 9 25 ] 17 18 15 15 16 18
Other Retall Stores 182 4 Fith] 187 205 229 298 268 258 353
Totsl Retsll Siores 57T 558 589 BG4 815 iz B8O TR V43 758
Aft Other Cutleds ] 928 gi2 318 SO0 i 875 agy B 12 §od
TOTAL 1808 faorid B4 1512 1515 ik 1558 1585 eas _i85h

* Firet three guariers are sohusl, the foisth quarter Is an estimale.

SOURGE:  Hiate Beard of Foustization, Siste of Californis
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GITY OF LOOE
SCHEDULE OF TAXABLE SALES
LAST TEN YEARS

| & Anparest Stores & Genersl Merchandise Stores 3 Drug Stores j!
! & Food Blores | Packaged Liguor Stores ] Eating & Drinking Flaces i
| & Homae Furnishings & Appliances O Building Materials & Farm Tool B Aute Deslers & Supplies i
‘ g Bervice Stations &3 Other Retadl Stores .
Brate Board of Tgualization
316-445-3192 feff Reynolds o Duve Hayes 118
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TYPE OF BUSINESS

Located i Lodi:

Agricattore, Forestry and Fishing
Birirgy
Constrastion
Mianufadiuring
Tranaporiation and Public Utiles
Wholesels frade
Retail frade
Finance, Insuranee and Rest Sstale
Services

Total

Locafed cutside Lodi:

Agrictfture, Forsstry and Fishing
iining
Construction
Mhanufaciaring
Trangporistion and Public Utifitles
Viridhpsnhe rads
Fefal trade
Fiianos, Insurance and Res! Esiate
Berdoes

Totat

Girangt Tobad

SOURCE: Ciy Finance Records

CITY OF LOM
SCHEDULE OF BUSINESS TAX RECEFTS ISSUED
YEAR ENDED JUNE 36, 2003

KO, OF BUSINERSES

125

283
88
4z
B7

580

265

1860
3244 X

5¥7
0
12
42
40
35
203
955

4,187

119

PERCENT

1.88%
(.00%
9.03%
2.74%
1.58%
2.88%
20.96%
BATY%
51 48%

100.00%

3.57%
G 0%
&:55%
5.05%
1.28%
£:41%
4,205%
3.68%
4, 3%
HO0G00%




POPULATION
Populgtion
Assengsd Value
Buitding Permils sausd
Bate of ncorporation
Farm of Governmant
Employess
Ares

FIRE PROTECTION
Mumber of Stafions
Mumbiar of Firefighiers
Mumber of Reserve Flrefighters
Numbaer of Calls Answerad

POLICE PROTECTION
Mumber of Staions
Rumber of Polics Officers
Mumber of Reserve Officers
Humber of Supbor Parsonnet
Humber of Calls Answered

PIBLIC WORKS
Mittes of Strests
Mites of Alley Ways
Murmber of Straet Lights
tumber of Traffic Signals
WATERAMASTEWATER

Mites of Water Mains

hlles of Wastewaier Lines

Number of Washewatsr Treatment Plants
Sverage Oally Tresbment

it Dally Capacily

HOSFITALS
HMumber of Houpitals
Hurnbar of Patient Beds

CITY OF LoD
MISCELLANECUS STATISTICS
JUNE 30, 2003

53,521
$3.4b
2,980
Decamber 6, 1808
Countil-Menagar
487
12618

44

4,333

78

¥
4% 262

160.8
18
5,033
82

212
174

6.5 S0
8.5

181

136

ELECTRIC UTILITY

Mumber of Customers 24,634
Energy Sales G0 38,658,340
Paak Demand(34nh 140.8
PARKS & RECREATION
Parks Developed 25
Acrse Parks Bevetoped 283
Paiks Lndeveloped g
Acres Paris Undeveloped 985
Cominurdty Center 1
Swimiring Pools ]
Tarmis Sourts 11
Boat famp 1
Playgroinds 7
Bal Parks Varlous iz}
Senper Fields 37
Fooibal Field 1
HaridbalBasketbalfvolleybald Couris ¥
Horsaohol Pis 10
EDUCATION
Elgmentary Schovls (publi} 27
Htdedle Sehooty (publics 7
High Schools {publich g
Elstisntsry StHools Ersolivent fpublicy 14,127
Middle Schools Envolimant (public} 4412
High Schools Ervoliment (oublic) 2543
K-8 Schools (private) 5
High Schoots {private) Z
¥-8 Ervoiiment {private) 1427
High Schadt Envolirnent {privatal 343




SINGLE AUDIT RE




ITY OF LODI
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
 FOR THE FISCAL YEAR ENDED JUNE 36, 2003

Federal Grantor .
Pass-through Grantor or Direst CFDA Grant/Project
Program Title Number Humber Expendimres
L8, Department of Housing and Urban Development
Passed through San Joaquin County Department of Planning and Building Mspection
Community Development Block Grant/Entidement Grants:
2092—2()@3 Program Year 14.228 NiA b 215,858
I001-2002 Program Year 14228 Mia 555,967
2003-2001 Program Year 14.228 MiA 184,302
1996-2000 Program Year 14.20% N/A 71,363
1598-1595 Program Year 14.278 NiA 71,749
19951996 Program Year 14,728 M/A 439
Total Community Development Block Grant/Entitiernent Grants 84.9'?,{5?'3
Total 1.5, Department of Housing and Urban Development 4T, 671
V.8, Department of Justice
Direct:
Local Law Enforcement Block Gram 16.592 FOO-LB-B - 1235 73,9561
{ocal Law Enforcement Block Grae 16.592 2800-LB-BR--05%1 1,591
Totzt Local Law Enforcement Block Grant 75,552
Passed through State Office of Crimbnad Tustice Planning:
Hyrne Poraule Grant Program 16,579 DCYTeR0390 83,672
Total U.5, Department of Justice pes3a4
LS. Deparfment of Traaspertation
Passed through California Department of Transportation
Highway Plarming and Construction 33205 T8t 241,716
Highway Planning sud Construction 20,2038 CME-51540027) 1,559,601
Total Highwey Planming and Construction §,801,317
Federal Transi Formuls Grant:
HHE-2007 Program Year 20,507 A, pLE S
20020 Program Year 243,557 NiA 246,001
Tutal Federal Transit Formade Geant 27«{};-,_3_33
Totat 1.5, Department of Transportation 2077, 148
Tow! federal awards 3 36081 043

See nocompaniving notes o the schedule of expenditures of Tederal awards.
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CITY OF LODIL
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 36, 2003

MOTE 1 - GENERAL

The accompanying Schedule of Expenditures of Federal Awards (SEFA) for the fiscal year ended June 30, 2003, presents the activity of all
federal award programs of the City of Lodi, California (City). The City reporting entity is defined in Note 1 of the City’s basic financial
staternents.  All federal awards received divectly from federal agencies, as well as federal awards passed through other government agencies,
are nchaded in the SEFA.

NOTE 2 ~ BASIS OF ACCOUNTING

The accompanying SEFA is presented using the modified accrual basis of accounting for grants accounted for in governmental fund types and
the full accrual basis of accounting for grants accounted for in proprietary fund tvpes, as described in Note 1 of the City’s basic financial
stafements.

NOTE 3 - CATALOG OF FEDERAL DOMESTIC ASSISTANCE

The CFDA numbers included in the accompanying SEFA were determined based on the program name, review of grant contract information
andd Office of Mansgement and Budpet's Catalog of Pederal Domestic Assistance.

NOTE 4 - SUBRECIPIENTS

Of the federal expenditures presented in the schedule, the City provided federal awards to subrecipients as follows:

Federal Axnount Provided
Federal Program CFDA Number to Subrecipients
Community Development Block 14,228 § 272938
Crrant/Entitiement Grants
Highway Planning end Construction 20.205 £1,559,601
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN
AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Members of City Council
City of Lodi, California

We have audited the financial statemnents of the governmental activities, the business-type activities, each major fund and the aggregate
remaining fund information of the City of Lodi, California (City), as of and for the fiscal year ended June 30, 2003, which collectively
comprise the City’s basic financial statements and have issued our report thereon dated January 13, 2004, Gur report included an explanatory
paragraph discussing the City's implementation of new accounting principles issued by the Governmental Accounting Standards Board, We
conducted our awdit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Awditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City’s basic finencial statements are free of material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a divect and
material effect on the determination of basic financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Gver Finarcial Reporting

In planning and performing our dudit, we considered the City’s internal conirol over financial reporting in order w0 determine our auditing
procedures for the purpose of expressing our opinions on the basic financial statements and not to provide assurance on the infernal control over
financial reporting.  Cur consideration of the interngl control over financial reporting would not necessarily disclose all matters iy the internal
control over financial reporting that might be material weaknesses. A material weakness is 2 condition in which the design or operation of omne




or more of the internal control components does not reduce o a relatively low level the risk that misstatements in amounts that wonid be
material in relation to the basic financial statements being audited may occur and 1ot be detected within a nm&iy peﬁed by empiﬁyec:s in the
normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider 1o be material weaknesses,

This report is intended solely for the information and use of the City Council, management, federal and state grantor agencies and pass-through
entities and is not intended 16 be and should not be used by anyone other than these specified parties.

W‘ac;&g Giint ¢ cﬁﬁ%pmg b
Certified Public Accountanis

Sscramentn, Catifornia
Jamuary 13, 2004
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM, INTERNAL CONTROL OVER
COMPLIANCE AND SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS IN ACCORDANCE WiTH OMBE CIRCULAR A-133

The Honorable Members of City Council
City of Lodi, California

Compliance

We have audited the compliance of the City of Lodi, California (City}, with the types of compliance requirements described i the U. S, Office
of Management and Budger (OMB} Circular A-133 Compliance Supplement that are applicable to each of its misjor federal programs for the
fiscal year ended Jume 30, 2003. The City's major federal programs are identified in the summary of auditor’s results sectibn of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of the City’s management. Our responsibility is to express an opinion on
the City’s compliance based of our audit,

We conducted our audit of compliance in accordance with asuditing standards generally accepted in the United States of America; the standards
applicable 1o financial audits containged in Govermment Auditing Standards, issued by the Compirolier General of the United States; and OMB
Circular A-133, Audirs of States, Local Govermmenis, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that
we plan and perform the audit 1o obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred
to above that could have a direct and material effect on a major federal program oceurred.  An sudit includes exainining, 01 a test basis,
evidence about the City’s compliance with those requirements and performing such other procedures as we considered necessary in the
cireumstances, We helieve that our audit provides a reasonzble basis for our opinion. Our audit does not provide a legal determination on the
City’s complisnce with those requirements,

In our opinion, the City complied, in zll material respects, with the requirements referred to above that are applicable 0 each of i3 major
federal award programs for the fiscal year ended June 30, 2003,




Internal Control Over Complionce

The management of the City is responsible for establishing and maintaining effective internal control over compliance with requirements of
laws, reguiations, contracts and grants applicable to federal programs. In planning and performing our audit, we considered the City’s internal
control over compliance with requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on intemal controt over compliance in
accordance with OMB Circular A-133.

Our consideration of the infernal control over compliance would not necessarily disclose all matters in the internal control that might be
material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce o a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and granis that
would be material in relation to a major federal program being audited may occur and not be detected within a timely pericd by employees in
the normal course of performing their assigned functions. We nofed no matters involving the internal control over compliance and its
operations that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the povernmental activities, the business-type activities, each major fund and the aggregate
remaining fund information of the City, as of and for the fiscal year ended June 30, 2003, which collectively comprise the City's basic finaticial
staternents and have issued our report thereon dated January 13, 2004. Our report included an explanatory paragraph discussing the City's
implementation of new accounting principles issued by the Govermmental Accounting Standards Board. Our audit was performed for the
purpose of forming opinions on the financial statements that collectively comprise the City’s basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis, as reguired by OMB Circular A-133, and is not a
required part of the basic financial statemnents. Such information has been subjected (o the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of the City Council, managernent, federal and state grantor agencies and pass-through
entities and is not intended (o be and should not be used by anyone other than these specified parties,

ﬂfaw?&ﬁ, Gevui ¢

Certified Public Accountants

mﬁmag LLP

Sacramento, Callfomia
January 13, 2004




CITY OF LODI

SCHEDULE OF FINDINGS AND- QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Section [ ~ Summary of Auditor’s Results

Financial Statements:
Type of auditor’s report issued:
Internal control over financial reporting:
e Material weaknesses identified?
¢ Reportable conditions identified that are

not considered 1o be material weaknesses?

Noncompliance material 1o financial
statements noted?

Federal Awards:
Internal conirel over major programs:
e Material weaknesses identified?
+ Reportable conditions identified that are

net considered to be material weaknesses?

Type of auditor’s report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with section
510(a) of Circular A-1337
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Ungualified

No

None reported

Mo

Mo

None reported

Ungualified

Mo




civorropr
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Identification of major programs:

CFDA #14.228 Community Development Block Grant/Entitlement Grants
CFDA #20.205 Highway Planning and Consiruction

Dollar threshold used to distinguish
between type A and type B programs: $300,000

Auditee qualified as low-risk auditee? No

Section I - Financial Statement Findings

Mone

Section Il - Federal Award Findings and Questioned Costs

MNone
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CITY OF LODI
STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 36, 2063

Finding No. G2-01 - Federal Transit Formula Gronts (20.507) - Reporting

In accordance with OMB Civenlar A-133, grantees are responsible for maintzaining internal control over federa! programs that provides
reasonable assurance that they are managing federal awards in compliance with laws, regulations, and the provisions of contracts or gram
agreeynents that could have a material effect on each of their federal programs.

In accordance with the March 2001 A-133 Compliance Supplement, the following is the control objective for reporting:
To provide reasonable assurance that reports of Federal awards submitted to the Federal awarding agency or pass-through entity
include all activity of the reporting pericd, are supported by underlying accounting or performance records, and are fairly
presented in accordance with program requirements.
In the course of performing control testwork for the Federal Transit Formula Grant, we noted that one individual was responsible for preparing
and submitting the City’'s Financial Status Reports. These reports were not reviewed by another party before they were submitted 10 the
awarding agency.

Recommendation

To help ensure that the City’s required federal reports are submitted accurately, we recommend that 2 review be performed by a party
independent of the preparer. The performance of a review of all reports prior to subrnission to the federal awarding agency will help ensure the
accuracy of the reports,

Status

The City has established tha: future submittals of the Financial Status Reports will be reviewed by both Public Works and Finance prior to
submission.
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February 6, 2004

To the City Council
of the City of Lodi

We have aedited the financial statements of the City of Lodi, California (City) for the fiscal year ended
June 30, 2003, and have issued our report thereon dated January 13, 2004. Professional auditing
standards require that we provide you with the following information related to our audit.

L.

The Auditor’s Responsibility Under U.S. Generally Accepted Auditing
Standards and OMB Circular A-133

As stated in our engagement letter dated July 16, 2003, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance about whether the basic financial statements are free of material misstatement and are
fairly presented in accordance with U.S. generally accepted accounting standards. Because an
audit is designed to provide reasonable, but not absolute assurance and because we did not
perform a detailed examination of all transactions, there is a risk that material misstatements
may exist and not detected by us.

In planning and performing our audit, we considered the City’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the basic financial statements and not to provide assurance on the internal control
over financial reporting. We also considered internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order
to determine our auditing procedures for the purpose of expressing our opinion on compliance
and to test and report on internal control over compliance in accordance with OMB Circular A-
133.

As part of obtaining reasonable assurance about whether the City’s basic financial statements
are free of material misstatement, we performed tests of the City’s compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of basic financial statement amounts. However,
prowdmg an opinion on compliance with those provisions was not an objective of our audit.
Also, in accordance with OMB Circular A-133, we examined, on a test basis, evidence about
the City’s compliance with the types of compliance requirements described in the U.S. Office
of Management and Budget Circular A-133 Compliance Supplement applicable to each of its
major federal programs for the purpose of expressing an opinion on the City’s compliance with
those requirements. While our audit provides a reasonable basis for our opinion, it does not
provide a legal determination on the City’s compliance with those requirements.

Offices located throughout California

1
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III.

IV.

Significant Accounting Policies

Management has the responsibility for the selection and use of appropriate accounting policies.
In accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting
policies used by the City are described in Note 1 to the financial statements.

As described in Note 1 to the financial statements, the City changed accounting policies related
to financial statement presentation and disclosures by adopting Governmental Accounting
Standards Board (GASB) Statement Nos. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments; 37, Basic Financial Statements -
and Management’s Discussion and Analysis - for State and Local Governments: Omnibus; and
38, Certain Financial Statement Note Disclosures, in 2003. The City also changed accounting
policies related to recognition of certain liabilities and expenditures by adopting GASB
Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in
Governmental Fund Financial Statements, in 2003. Accordingly, the cumulative effect of the
accounting change as of the beginning of the year is reported in Note 17. The City also
changed accounting policies related to derivative disclosures by adopting GASB Technical
Bulletin No. 2003-1, Disclosure Reguirements for Derivatives Not Reported at Fair Value on
the Statement of Net Assets, in 2003,

During 2003, the City executed two transactions with Citigroup, which comprised 1) the
termination of an existing $42 million fixed-to-floating swap maturing 2014 and 2) the
execution of a new $42 million fixed-to-floating swap maturing 2009. In accordance with
GASB Technical Bulletin No. 2003-1, Disclosure Requirements for Derivatives Not Reported
at Fair Value on the Statement of Net Assets, the City has made the required disclosure in Note
8 to the financial statements. We noted no transactions entered into by the City during the year
for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and

assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the ¥inancial statements and because of the possibility that

future events affecting them may differ significantly from those expected. The most sensitive
estimates affecting the financial statements were (1) depreciation, (2) allowance for doubtful
accounts, (3) compensated absences, and (4) self-insurance liability. We evaluated the key
factors and assumptions used to develop those estitnates in determining that they are reasonable
in relation to the financial statements taken as a whole.

Audit Adjustments

For the purposes of this report, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. An audit adjustment may or may not indicate matters that
could have a significant effect on the City’s financial reporting process (that is, cause future
financial statements to be materially misstated). In our judgment, none of the adjustments we
posed, whether recorded or unrecorded by the City, either individually or in aggregate,
indicate matters that could have a significant effect on the City’s financial reporting process.
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VI.

VII.

VIIIL.

In addition, the attached schedule summarizes uncorrected misstatements of the financial
statements. Management has determined that their effects are immaterial, both individually and
in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting
or auditing matter that could be significant to the basic financial statements or the auditor’s
report. We are pleased to report that no such disagreements arose during the course of our
audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If
consultation involves applications of an accounting principle to the governmental unit’s
financial statements or a determination of the type of auditor’s opinion that may be expressed
on those statements, our professional standards require the consulting accountant to check with
us to determine that the consultant has all the relevant facts. To our knowledge, there were no
such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles
and auditing standards, with management each year prior to retention as the City’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

This information is intended solely for the use of the City Council and management of the City of Lodi
and is not intended to be and should not be used by anyone other than these specified parties.
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Certified Public Accountants

Sacramento, California

February 6, 2004



City of Lodi
Schedule of Uncorrected Misstatements

June 30, 2003
Opinion Unit Expense /
PJE # Activity Fund Fund Account Description Assel Liability _ Equity Revenue Expendityre

1 Business-type Remaining Transit Fund Accumulated Depreciation 2,921 - - .

Business-type Remaining Transit Fund Depreciation expense - - - 2,921y
To adjust depreciation expense per the financial statements to detailed spreadsheet.

2 Business-type Electric Electric Depreciation Expense 4,452 - - .

Business-type Electric Electric Accumulated Depreication - - - (4,452)
To adjust depreciation expense per the financial statements to detailed spreadsheet.

3 Business-type Wastewaler Wastewater Depreciation expense 1,144 - - .

Business-type Wastewater Wastewater Accumulated Depreciation - - - (1 144)
To adjust depreciation expense per the financial statements to detailed spreadsheet.

4 Gover 1 mmmemmennneen Accumulated Depreciation 115,142 - - -
Gover 1 Net assets, beginning of year - - 351,486 .
Governmental e Depreciation expense - - - (466,628)

To adjust depreciation expense to actual, as this amount represents an additional year of depreciation
5 Governmental Remaining ISF Depreciation expense - (1,419) - B
. i
Governmental Remaining ISF Accumulated Depreciation - - - 1,419
To adjust the workers compensation claims liability to the 2002 actuarial study 70% confidence level.

6 G | Debt Principal - 1,380 - -

G | Cash (1,380) - - -
To adjust West America capital Jease payment to the ‘debt service - principal payments' expenditure line.

7 Business-type Wastewater Waslewaler Interest payable - 53,250 - -
Business-type Wastewaler Wastewaler Net assets, beginning of year - - (54,077) -
Business-type Wastewater Wastewater Interest expense - - - 827

To reduce interest expense and interest payable, to properly accrue interest expense al June 30, 2003.

8 Governmental  General General Due from other funds (229,120) - - .
Govemmental General % General Advance to other funds 229,120 - - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Due 1o other funds - 229,120 - -
Govermumental Capital Outlay Reserve Capital Outlay Reserve Advances from other funds - (229.120) - .
Governmental Capital Outlay Reserve Capital Qutlay Reserve Due from other funds (763,291) - - -
Governmental Capital Qutlay Reserve Capital Outlay Reserve Advance to other funds 763,291 - - -
Governmental Remaining Streets Due to other funds - 690,291 - B
Governmental Remaining Suects Advaaces from other funds - (690,29]) - -
Governmental Remaining Hutchings Street Square Due to other funds - 73,000 i -
Govenmental Remaining Hutchings Street Square Advances from other funds - (73.000) - -
Business-type Electric Electric Due from other funds (2,050,000) - - -
Business-type Electric Electric Advance to other funds 2,050,000 - - a
Governmental Capital Outlay Reserve Capital Qutlay Reserve Due to other funds - 2,050,000 - -
Governmental Capital Qutlay Reserve Capital Qutlay Reserve Advances from other funds - (2,050,000) - -
Business-type Water Water Due from other funds (1,396,764) . - -
Business-type Water  * Water Advance to other funds 1,396,764 . - -
Governmental Capital Outlay Reserve Capital Outlay Reserve Due to other funds - 1,396,764 - -
Governmental Capital Outlay Reserve Capital OQutlay Reserve Advances from other funds - (1,396,764) - -

To reclass due to/from that are long-term in nature to advance fronvto.
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